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MSZMP Official Denies Existence of “Red Aid’ 
25000373b Budapest NEPSZABADSAG in Hungarian 
ll] Jul 8Y ps 


[Interview with Laszlo Domonkos, deputy department 
head of MSZMP [Hungarian Socialist Workers Party| 
CC [Central Committee], by Gy. Attila Fekete: “In the 
Footsteps of a ‘Secret’ Politburo Decis:on: Lhe Bygone 
Era of Parachutists. Conversation With MSZMP CC 
Deputy Department Head Laszlo Domonkos About So- 
Called Red Aid” | 


[Text] Early msers heard some critical remarks on yes- 
terday morning's radio news concerning a “secret Polit- 
buro decision” which 1s supposed to have settled the 
future of MSZMP cadres who are relieved from various 
leadership posts. While Hungarian glasnost ts thriving, 
what kind of “secret” determinations and “red aid” do 
newspaper readers in the countryside learn about’? We 
asked this question of MSZMP CC Deputy Department 
Head Laszlo Domonkos. 


The idea that the above-mentioned Politburo decision 1s 
secret 1s Out of the question, Domonkos says, and to 
prove his point he places in front of me the ominous | 3 
December decision. Every independent salaried and 
vested party leader received it, i.e. including the heads of 
various CC institutions, all CC department heads, and 
county first secretaries; all those who had to know how 
they could help officials who were not reelected to find 
positions. 


[NEPSZABADSAG] Nevertheless many feel that the 
Politburo’s decision reads as follows: Officials for whom 
positions cannot be found shall receive their salaries 
from MSZMP for a year. This also applies to persons 
whose salary at the new workplace is lower than the 
salary was at the party—the difference will be paid out of 
the party coffers. All this suggests that in this way the 
party intends to place its cadres who are relieved at party 
conferences in reassuring circumstances. 


{Domonkus] Regarding the p!acement of former party 
officials, the Labor Law provides definitive guidance, 
and, in a manner similar to last month’s governmental 
actions, the MSZMP has also established its own list of 
unassigned persons. Those who are not elected to a 
position at party conferences will be given a notice of 
termination by their employer, in this case by the 
MSZMP., effective the day of the party conference. 
Cadres relieved of their duties—once again based on the 
Labor Law—are entitled to a 6-month notice. Whoever 
is eligible on the basis of age may request early retire- 
ment, the “younger” ones are placed on the list of 
unassigned. This means that during the notice period 
they may receive assignments commensurate with their 
abilities and former functions, while new workplaces are 
being found for them. 


POLITICAL i 


[NEPSZABADSAG] Expernence shows that both the 
number of places which will receive parachuusts relieved 
of their duties in the apparatus, as well as the degree of 
enthusiasm shown by the welcomers, are declining. 


{| Domonkos] The era of parachutists is bygone. In earlier 
days it was possible to implement preplanned cadre 
exchanges relatively simply in this manner: even if the 
collective in which our associate was placed grumbled. 
Today the only solution for MSZMP officials, apparatus 
workers, is to not terminate their employment relation- 
ship at their former workplace; they should practice their 
trade. Since 1987 there has been an opportunity for them 
to work in a secondary job, doing contractual work, or in 
some kind of an entrepreneurial undertaking. There are 
examples of this: The Csongrad County and ihe Pecs 
City first secretaries teach at the university with a regular 
work contract. They can return to their trade without 
worry, if they are not reelected. Accordingly, individual 
responsibility is on the increase. They must also take into 
consideration that their path for an honorable retreat 1s 
not closed, and that they do not place themselves in a 
Situation in which they have no place to go if they must 
leave party work for some reason. On the other hand the 
party's responsibility also increases. We must employ 
persons familiar with many disciplines whose knowledge 
can be converted easily, and all legal opportunities 
offered must be taken advantage of; | have in mind 
employment involving onetime assignments, part-time 
or half-time work. 


[| NEPSZABADSAG] After a while, | believe, beyond the 
votes for officials taken at party conferences, cadres will 
also be qualified by considerations of where, in what 
kinds of positions, and with what salaries they could find 
jobs once they are out of the party apparatus. 


{Domonkos] In 2 or 3 years this will be a qualifying 
criterion indeed. For the time being, however, former 
MSZMP workers are received in many places with 
antipathy, they call them parachut.sis and failed cadres, 
and hold them responsible for all the sins the party has 
committed. In such an atmosphere it is indeed impos- 
sible to objectively judge the true qualities and values of 
outgoing cadres. All this is topped by the fact that—let’s 
admit—counterselection has been operating for quite a 
few years, and thus we have some (former) officials 
whom it is rather difficult to place. 


[NEPSZABADSAG] And does the party rermburse the 
difference in salary to those for whom it does not find (or 
who do not find for themselves) work with equal pay” 


|[Domonkos] No, this would be untenable both from a 
political and from a moral standpoint, and to top it off, 
the party coffers could not finance such “red aid.” 
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Nlindszenty Case Lo Be Reviewed 
250003 73a Budapest NEPSZAVA in Hungarian 
// Jul VY p ») 


[MTI report: “Miklos Nemeth, Laszlo Paskai Correspon- 
dence: Cardinal Mindszenty’s Tral Will Receive Pri- 
ority Review | 
[Text] Primate and Archbishop of Esztergom Laszlo 
Cardina! Paskai sent the following official letter to Prime 
Minister Miklos Nemeth 


“Retorm endeavors taking place in our society openly 
tace the errors and mistakes of the past. Outstanding 
evidence of this fact was the ceremonious burial on 16 
June of Imre Nagy and his associates who suttfered 


martyrdom, and with that the beginning of the review of 


their convictions 


“Many members of the Catholic Church also suffered 
prison sentences. Among these. the unjust conviction 
and imprisonment of my second predecessor, Primate 
and Archbishop of Esztergom Jozsef Cardinal Muind- 
szenty stands out. It represents a painful wound inflicted 
upon the Hungarian Catholic Church and on all Hun 
garian people. It would be a great reliet if the government 
wou'd commence a priority review of the deceased 
cardinal’s conviction 


“L respectfully request. Mr Prime Minister. that the 
Hungarian governmeni initiate a review of the lawsuit 
against Jozset Cardinal Mindszenty. | am certain that 
this step would increase the credibility of the Hungarian 
government's reform endeavors, while at the same time 
providing tor national reconciliation among Hungarians 
throughout the world.” 


Miklos Nemeth forwarded the following response to 
Laszlo Cardinal Paska 


“L recerved your letter regarding the conviction and 
imprisonment of Jozsef Cardinal Mindszenty. With 
regard to your request | am informing you as follows: 


“Based on the Council of Ministers Decree of 22 Feb- 
ruary 1989 concerning the review of criminal cases 
containing conceptual elements, we are determined to 
reach decisions in cases involving persons innocently 
convicted between 1945 and 1962. In the course of these 
decisions, principles of legality and of humanity will 
receive considerable attention. 


“It is known that in addition to the general review, cases 
of outstanding significance are dealt with separately. 


“Consistent with this practice the government has 
requested that the Supreme State Prosecutor review the 
legality of the longtime criminal proceeding instituted 
against Jozsef Mindszenty. Accordingly. the priority 
Status of the review regarding your second predecessor 1s 
assured. 


iv 
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“According to information received from the Supreme 
State Prosecutor the 1948 proceedings against Jozset 
Mindszenty and his six convicted associates are volumi- 
nous, complex, and complicated cases. Among the doc- 
uments there 1s a lot of material not directly related to 
the conviction, while several documents indispensable 
tor the establishment of a position on the case are 
missing. Action has been taken to sort out the unneces- 
sary material and to obtain the missing documents. | 
believe 1t would be in Our mutual interest to establish a 
position on the case Only on the basis of full knowledge 
ot the missing documents. 


“The Hungarian government uses means to 
achieve national reconciliation and the establishment ot 
unity. | am sincerely delighted that the Church 1s 
familiar with. accepts, and supports the government's 


activities. 


every 


New Youth Leadership Suspends \outh 
Publication 

25000337a Budapest MAGYAR LFJUSAG 
in Hungarian 26 May 8Y pp 1, 9 


{Article by Istvan G. Palty. chiet editor: “We/( They) Will 
Start Over in September?” first paragraph is MAGYAR 
IFJUSAG introduction] 


[Text] Dear Reader! This ts the last issue of MAGYAR 
[FJUSAG in color. Before you desert us, give us a chance 
to retain your trust. Please buy our next issue. We hope 
that we will not disappoint you in black ai.c white 


Admission of our situation should require a sad. elegic 
tone. But our taste objects to that. and anyhow, we would 
like to leave the sadness to those who wil! try to use it to 
cover up their joy over the latest decision. The leadership 
of DEMISZ [Hungarian Democratic Youth Organiza- 
tion], because of repeated budgetary constraints, has 
decided to suspend the publication of MAGYAR 
IFJUSAG on 22 May 1989. and to make 1t the task of the 
editorial board to use the time remaining until Sep- 
tember to prepare the content and format of new papers 
which will meet the demands of DEMISZ. which are still 
in the formative stage. 


This paper is in its 33d vear. During its relatively long 
history. it has gone through many changes. These 
changes have invariably been favorable as to its outward 
appearance, and the same can be said, to a certain extent, 
about its content. One year ago, the then still existing 
MSZMP CC [Hungarian Socialist Workers Party Central 
Committee] Secretariat voted to publish MAGYAR 
IFJUSAG in color, after nearly a decade of dreams and 
a mass of proposals. It 1s a ditferent matter that they did 
not endorse the less expensive and more effective 
options prepared by the editorial board but chose the 
most expensive and least useful one. 
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Ot course, in the current state of the country, it ts 
impossible to publish such a cvoltl¥Y paper at such a low 
price. No one could be left with a bad tasie in his mouth 
if, at the February session of the KISZ [Hungarian 
Communist Youth League] CC, visionary opinions, 
which seem almost to have come true with the curreni 
decisions, had not been spread trom KISZ CC headquar- 
ters. We also cannot quite torget that a few people in 
various segments of the press appeared then to be vette: 
informed than we were about our true fate. On the basis 
of the preceding events, we can imagine how the funeral 
speeches for MAGYAR IFJUSAG will sound trom these 
platforms 


It 1s not the role of the chief editor, sill in that capacity 
as he writes these lines, to make statements about the 
tuture. He may. however. say a few words about the 
recent past, at least concerning the intentions that have 
guided him in his work, not only during the past 2 
months, but also the past 5 years, during which he has 
had a more-or-less large role in forming the way of 
thinking at the paper. He may perhaps relate that truly 
the people. the nation, and the community have been his 
guiding principles. He has strived to represent organi 
historical continuity and the values coming trom ever, 
direction. On matters involving Hungarians living out- 
side the borders, this paper has been present with a 
certain consistency, and it has kept itself out of the 
renewed fad of nationalistic exaggeration with the same 
consistency. Similarly, our editorial board has used the 
expression: countryside Hungary not merely as a slogan 


Those who read the paper could certainly detect traces of 


the realization of these intentions. 


I mention it not quite casually that we have established 
three foundations during these 5 years. One to support 
the tight against the use of narcotics, one to provide 
grants to university students in support of computer 
research, and one for the reassessment of the great 
manifestations and processes of artistic lite. the 
deserving appreciation of creative life paths of perma- 
nent significance. The Stay Among Us [Marad) Koz- 
tunk|, Magister, and For Hungarian Art |Magyar 
Muveszetert] foundations, in their effect and perhaps 
also 1n their presence, will survive the present difficul- 
ties. Just as a reminder, let me cite that the For Hun- 
garian Art Foundation has honored the following 
deceased artists: Laszlo B. Nagy, Gyorgy Harag. Zoltan 
Huszarik. Bela Kondor. Zoltan Latinovits. Gyorgy 
Martin, and Domokos Szilagyi, and the following living 
artists: Miklos Meszoly, Margit Szecsi, Lajos Vass, the 
Gulyas siblings, Ferenc Sik, Imre Kereny1, Istvan Bubik, 
Anna Kubik, Janos Orosz, Geza Samu, Marta Sebestyen 
and the Muzsikas Ensemble, Ferenc Novak. Katalin 
Gyorgytalvay, Zsolt Szaboky, and Laszlo Dobos. Our 
belief is unchanged that the list will withstand the 
scrutiny of time. 


Therefore, to continue these activities, we have made 
successful efforts during the past months with the cura- 
tors of the foundations in making the supervision of the 
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endowments as completely socialized as possible, and 
placing them under the guidance of the curatorships, 
which are best suited in every respect for the task. 
Hopetully. this will also turther expand and ensure the 
financial security of the foundations in the future. As it 
has been trom the beginning. the same persons will 
remain the administrators of the three foundations. 


Dear Readers. 


lam a novice at this: | don’t know what words of tarewell 
are appropriate in such situations. | hope you will 
understand my confusion and v ul torgive me if I say no 
more for the time being. I hope that others, at some point 
in the future. will be better able to serve your needs. 


Sincerely 
Istvan G. Palty. editor in chiet 
POLAND 


Broader Look at Polish Affairs in Soviet Press 
Noted 

26000616 Viarsaw ZYCTE WARSZAWY in Polish 
30 Jun 8Y p 5 


[Article by (H.Ch.), permanent correspondent in Mos- 
cow: “A Fuller Picture of Poland in the Soviet Press: 
From Pilsudsk: to the Election of the President” 


[Text] Moscow, 29 June—The picture of Poland in the 
Soviet mass media 1s becoming more and more varied 
In addition to current reports on the postelection situa- 
tion, in addition to day-by-day reports presenting. ¢.g.. 
the Politburo’s assessment of the state of the economy 
and recommendations to hold off orice increases until 
the new government 1s appointed. (ere are articles that 
contain information that the Sovie. press did not print 
tormerly 


One example 1s an article printed in KOMSOMOL- 
SKAY A PRAVDA entitled: “The Marshal Emerges from 
the Shadows” dedicated to a sketch of Jozef Pilsudsk1. 


The author turns to the official assessments of this figure 
that were used until recently, encyclopedia versions that 
spoke exclusively of a Fascist dictator. Then he states 
that such a portrait is very one-sided, and that other facts 
from the biography ot Jozef Pilsudski also should be 
taken into consideration. Following in the footsteps of 
OGONEK, he quotes information that states that Pil- 
sudski's brother Bronislaw and Lenin's _ brother 
Aleksandr Ulyanov prepared a coup against Aleksandr 
111 and that Pilsudski himself was once exiled to Siberia. 


Thus, for the first time we have a portrait in the Soviet 
press of both the positive and negative aspects of this 
historical figure against the background of the reversal in 
the assessment of the marshal that ts being made in 
Poland. 
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| would also like to note the series of articles by Pirogova 
that have appeared in SOVETSKAYA KULTURA. In 
an article entitled “It Is Time to Gather up the Stones,” 
the author quotes a variety of opimions against the 
background of the postelection situation. For example. 
on the subject of the future role of Solidarity, Pirogova 
says that Solidarity pulled together a wealth of experi- 
ence in its criticism of the work of the PZPR and the 
system of government, but was poorer in its program tor 
extricating Poland out of the economic and social crisis, 
in which regard Lech Walesa’s supporters offered 
nothing specific to their fellow Poles. 


In ano.her article, “Dialogue in the 
Tomorrow.” the same author presents the role of the 
church in Poland and the dialogue carned on between 
the church and the PZPR. As is characteristic in her 
articles, she presents different viewpoints and quotes the 
representatives of the various directions—the govern- 
ment, the coalition, and Solidarity 


Finally, we should point out the correspondence of the 
daily IZVESTIA from Warsaw entitled “The Presiden- 
tial Election Shapes Up.” The author presents the cur- 
rent situation in Poland and likewise quotes different 
opinions. One of these 1s the opimion given by Karol 
Modzelewski. He says that tollowing the election, the 
State 1s NOW becoming our state too. He is speaking of the 
State, not of the government. The author, quoting Karol 
Modzelewsk, says that it would be a mistake if we were 
to renounce the role of the opposit:on and enter into a 
governmental coalition. It would be better to remain a 
bufter. The author also quotes a statement on the presi- 
dential elections made by Mikolaj Kozakiewicz from the 
television program “Three Rounds.” 


“Lam convinced that at the present historical momen 
the personality of the president should guarantee control 
over the situation in Poland. General Jaruzelski 1s such a 
personality. | believe that at the present time. General 
Jaruzelski ensures the greatest guarantee of the pro- 
cessses of democratization.” Leonid Toporkov. the 
author of the letter. concludes: “It 1s expected that in a 
few days, the Seym and the Senate will come together for 
their first organizational meeting to embark upon joint 
work in the form of a National Assembly. The first 
responsibie step of this high assembly will be to elect the 
Polish president.” 


45th Anniversary Summons Defensive Reflections 
on Soviet Role 
26000602 Warsaw TRYBUNA LUDU in Polish 
13 Jul 89 pp 1, 3 
{Article by Anna Pawlowska: “After 45 Years... What 
Came From the East?”’] 


[Text] The next one-year page of Poland’s postwar 
history will turn over in several days. According to the 
opinion and wishes of some, it 1s the last page of its kind. 
They say we are bidding farewell to the Third Republic 


Interest of 
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and welcoming the Fourth. The First Republic—of the 
nobility—came under the knife of invaders. The Sec- 
ond—ot the bourgeosie—drowned 'n the chaos of World 
War Il. The Third was called the People’s Republic. 
What would the Fourth be like? 


We have behind us lasi year’s discussions about the roots 
ot independence gained after World War I. They 
reinoved many outdated simplicitices and errors arising 
trom the existing state of affairs. And in that 1s their 
indisputable merit. If only the war had not brought 
subsequent simplicities and errors made under different 
circumstances... [t 1s difficult. they say 1t must be so, as 
if the public reaction depends on it. No one still living 
recalls the First World War, the marching out of the 
“kadrowka.” the trenches above Stochod. 


The Second World War is another matter. It is inscribed 
in sull current memoirs. The disputes that await us in the 
tall—or the 50th anniversary—will be more bitter then. 
We sudde:.'v hear the view that the modern partitioned 
world began r.ght here in Poland. 50 years ago. Why? 
What sort of partitioning did ritier’s attack Dring into 
Poland’? The partitioning of Europe into a continent 
devoured by the Third Reich and not wishing to “die tor 
Gdansk” has a long genealogy—when the western 
democracies calmly watched the agony of the Weimar 
Republic. the burning synagogues in Berlin, the 
Anschluss of Austria, the annexation of Czechosluva- 
kia... lf one accepts that the Polish resistance and Polish 
intolerance of captivity stood at the cradle of the anti- 
Hitler coalition, then one would have to acknowledge 
that the prospect of a reconciled and united world, 
bevond the distinct features of governments, sprang up 
here in Poland 50 years ago, 1. che name of humanity. 


Those who are excited today about the Ribbentrop- 
Molotov agreement. depicted as a “knife in the back” the 
very inopportune anti-Komintern pact and the anti- 
Soviet hopes associated. from the first moments, with 
Hitler. We Poles paid for this partitioned world on 
September |7: also for the fact that the leaders of the 
then Polish ship of state formed us into one of those 
partitioned countries. We will argue about this, however. 
only in the fall. 


Meanwhile. it is July. So what came to Poland 45 years 
ago from the East in a rumble of katyushas? We, who 
listened to this rumble as to the most wonderful melody. 
ordinary people tormented by 4) years of communion 
with death, thought that liberation was on its way here. 
Today we are learning—not without surprise—that des- 
potic, totalitarian coercion came. usurping the name of 
the Third Republic. Coercion, which only now, 45 years 
later. the truly patriotic forces intend to put an end to. 


Those Soviet lads. who scattered bones over the Polish 
earth trom the Bug to the Oder, liberated us from Hitler's 
forces only “along the way.” because they were driven 
westward by the command to press on to Berlin before 
the Americans. So where 1s the merit? Protected by their 
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guns, the comm unists sneaked across to Poland, in order 
to establish their order. So where ts the liberation here? 
Generation. not "smermdering those days receive this 
history lesson tod. y—trom various source, The obvious 
fact that nene of the Polish underground political ornen- 
tations durmg the occupation, and not even the Polish 
emigration government, allowed for the possible cre- 
atic) after the war of the kind of Poland that existed in 
the 20th century between wars, does not fit this image at 
all. The efforts undertaken with determination by Wla- 
dyslaw Sikorski to overcome Poland’s anti-Soviet com- 
plex and the Soviet distrust of Poland, do not fit. The 
truth about the “Beriing troops,” composed, after al], net 
of Komintern agents, but of those deported and trans- 
ported men, who did not make it to the “Anders troops,” 
does not fit. Everything that does not fit can be summed 
up in one word: Stalinism. 


But the Polish road to socialism, which was born in 
Poland and evolved from Polish experiences 2nd reval- 
uations, waS—in its own objective pronouncement—one 
of the most deeply anti-Stalinist concepts of the workers’ 
movement. And yet, it became the Ga))y bread of the first 
months and years after liberation; (1) described a view 
that, in spite of everything—the domest.c war and 


internal struggles, coincided with the ideas auc desires of 


a large part of the nation. 


We hear today from home-bred and foreign strategists 
that the new European order requires “overturning the 
Yalta agreement” and “cancelling the Potsdam agree- 
ment.” And yet. in the winter and summer of 1945, 
Stalin and the East European communists did not estab- 
lish the borders of postwar Europe, including the Polish 


borders. This was done by the leaders of the chief 


countries in the anti-Hitler coalition, including the 
United States. For the sake of the truth, one shouid 
always remember that the Soviet position stubbornly 
defended Poland’s interests, her nght to the lands above 
the Oder, and her access to the open sea. 


Thus, the anti-Hitler coalition was a great unfulfilled 
hope of the world for a better, wiser, and more just 
coexistence of nations. It was struck a blow by the “cold 
war.” which came close to a hot one so many times. One 
may even agree with the view that Poland 1s where that 
“cold war” started. Because it began with Winston 
Churchill’s speech in the American town of Fulton on 5 
March 1946, the subject of which was the denial of the 
Polish borders. The USA Secretary of State J. Byrnes’ 
speech, given in Stuttgart on 6 September of the same 
year, was, simultaneously, even more distinctly cold-war 
and anti-Polish. The “cold war” was of no interest 
whatever to the ravaged nations—the Soviet Union and 
central and eastern European countries, which should be 
obvious for every soberly watching person. It was a 
product of the then current American administration. 
and no later changes of American politics can alter this 
historical tact. 


an 
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Every now and then someone teels obligated to remind 
us that we are Eurcpeans. Thus, we are and we remember 
that Poland has been a European country tor a thousand 
years, that there were times when she was a European 
power. We were never invaded by the Tatars or Turks: 
we simply defended Europe trom them. However, ii is 
hard not to remember also that we fell prey to the 
European enlightened despostisms—Prussia and Aus- 
tria, and not just Russia. 


We are Europeans and we desire a new European order. 
, mutual European home. In which everyone is at home, 
no one claims the right to interfere in the affairs of 
another, to take someone else’s democratic temperature 
with one’s own thermometer, trade 1s the exchange of 
gocds and money without political stipulations, and 
ideas circulate freely without coercion and slander. We 
want and, in spite of all our present difficulties, are 
capable of doing our part to build such a European 
home. 


Liberation came to the Polish land from the East 45 
years ago. In a Soviet greatcoat, not on a white horse, or 
in the uniform of the marines. thanks to this, the first 
steps of the Polish revolution have become easier, but 
this revolution, which passed through the most difficult 
tests of Stalinism, remained a Polish revolution. It 1s like 
the Poles that our transformations, tests, and quests 
continue today, although their connection with Gor- 
bachev’s perestroika is deeper and closer than some 
observers seem to think. 


Economist Critiques Roundtable, Views Future EC 
Ties 

23000194 West Berlin TAGESZEITUNG in German 

19 Jun 89 p 4 


[Interview with Jerzy Kleer, staff editor, Polish political 
weekly POLITYKA and professor, Cooperative Soci- 
eties Chair, Department of Economics, University of 
Warsaw, by Friedhelm Wachs: “Poland Wil! Become the 
Summer Cottage Before Fortress Europe”: date and 
place of interview not given] 


[Text] TAGESZEITUNG: You are one of the keen 
critics of the “roundtable.” What ts your criticism of its 
results’ 


Jerzy Kleer: First of all: | am not a critic of the “round- 
table” in general. I see its good points and all advantages 
for our future, both political and economic. When | 
formulate a criticism, then it concerns the economic and 
social agreements which are impossible. There were a 
great many wishes in the agreements which cannot be 
‘mplemented without great cost. Which 1s better: to sign 
something and not implement it, or sign only what can 
be carried out. 


| want to mention a few points. First of all: Both the 
government side and the Solidarnosc side say that we 
should select the market options. | agree. l.too, am a 
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supporter of this model. and I see that nothing efficieat 
can be accomplished without the market. But then it 
becomes a paradox. On the one hand, they want to let 
unprofitable enterprises go bankrupt. and on the othe: 
hand, they want to create new jobs for all the people who 
used to work in these enterprises. That is umpossibie 


Second: The private sector is to be developed in ail 
spheres, including industry. But at the same time. such 
relatively large enterprises are to iunction by self-admin- 
istration. So there: That 1s a contradictio in adjecto, and 
lam an economist, not a Utopian. | made an estimate in 
POLITY KA of the costs for all these roundtable agree- 
ments. It means for this year alone that the budget deficit 
must be five times higher than appropnat° i up to now 
In numbers this means: li costs $1.5 billhon. And no one 
wants to pay that 


Then vou have the consumption pattern linked to 2n 
index according to which wages are to be adjusted to 
inflation. Strikes have already occurred in some Polish 
enterprises. In addition to the inde« linkage .hey now 
also want to get some more of the cake. The oundtabie 
agreements also stated that there are to be different 
ratios between the salaries of different sectors. For 
exampie, miners have 100 points, workers in the steel 
industry have 95. That is the opposite of the market. that 
is a detailed fixing of wages and prices. And naturally 
that also creates unrest and demands tor changes. That 
something like that was agreed on at the roundtable 
simply missed the point. 


TAGESZEITUNG: What possi5ilities for a solution do 
you see when you present your criticism in this manner? 


Kleer: We are dealing with two important proviems, and 
both are very difficult to solve. The first problem we 


must master alone. We cannot get just the candy side of 


the market economy. And for this reason we will get a 


market economy which lies somewhere between that ot 


Brazil and Pakistan. Here in Poland. people live poorly 

The standard of living 1s not high. But it cannot be done 
without further lowering the standard of living. All of us, 
the population, society, state, must pay for this crisis and 
for the political and economic changes. Concerning this 
point | also agree with the ideas and conditions put forth 
by the World Bank and the IMF. 


The second problem 1s indebtedness. Without help from 

the West we cannot solve our problems. We should not 

get any more big loans. But it is possible that the 

payment of interest becomes a little easier. The restruc- 
5 


turing of [our] indebtedness will not take 2 or 3 years. It 
is a long-term task. 


In order to cope with it we should work with foreign 
capital, form joint ventures. Initially, one must not 
expect too much. But a joint investment agency. in 
which West European capital is invested according to 11s 
own criteria of earning power and profit, can have great 
influence on this restructuring. Through it. new loans 
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may come tor very specific projects. And we should use 
our share of the profits from these projects to reduce our 
debts. One could develop more such projects, but these 
two | see as the most important ones 


TAGESZEITUNG: You uphold the thesis that Poland, 
in the last analysis. must join the EC. Why’ 


Kleer: You see. if we torm a market economy. a market 
econ>myv which 1s to resemble that ot the We-t. then we 
must have a stronger alliance with a community that 
follows oiarket rules and where the market rules are 
valid. It 1s also true that our indebtedness is greatest 
vis-a-vis the EC, and that we have the greatest economic 
contacts with the EC. If we Givide up our exports, the 
EC’s share 1s about 70 percent. In principle. these tw 
reasons alone are sufficient tustification [in answer] tc 
vour qQuesuion. 


TAGESZEITU NG: But Poland could aiso join EFTA, or 
work on a new free trade system independent of blocs. 
That would be more realistic. What will EC membership 
do for you bevond proximity to new friends? 


Kieer: But that 1s verv obvious. Just look at the map of 
world trade. Three large centers for production, tech- 
nology. and capital are shaping up: first, North America, 
second, Japan and the adjoining newly industrialized 
countries of the Far Ea and third, the EC. After 1992. 
the landscape of the world economy will change at 
breakneck speed, and the countries which do not manage 
to join up with one of these three groupings will be in a 
lamentable situation. It is obvious that enormous adap- 
tation processes will have to be carried out in the 
countries loking to membership. But even now the 
CEMA states are not able to function without EC trade. 
Without the technology transfer from the West we would 
practically fall tar behind. So it 1s more honest to just 
join that economic system with which one communt- 
cates most 


TAGESZEITUNG: Can the architects of the EC tolerate 
the attempt by East Europe to harves: Fortress West 
Europe after the roof has been built, and to erect the 
common Euronean home by adding a shed made of 
wooden planks’ 


Kleer: No, we won't get any further with wooden sheds 
and partitions. Also, | consider it very probable that the 
EC will temporarily isolate itself. And even if that ts not 
possible vis-a-vis all partners from outside, it 1s at least 
possible vis-a-vis some, including the CEMA states. That 
is probable for the reason that they will want to fully and 
wholly enjoy the use of the integrated market and will 
not want to share this large-scale commonweal with 
others. 


But the question is the following: Will the EC be willing 
to use a differentiated approach to cooperation with the 
individual CEMA countries, or will it prefer to measure 
everyone in this group of states by the same vardstick”’ At 
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present, the EC treats us as an individual country, and in 
the question of future trade agreements it puts pressure 
on us, In part a positive pressure. In December of last 
year. the gentlemen of the Brussels EC Commission in 
the negotiations denied us any kind of concrete affirma- 
tive promises in a trade agreement. Today it is a very 
different picture. It appears that we will get an agreement 
even better than the one Hungary received. Theirs at 
least stipulates that all trade impediments between the 
EC and Hungary must be eliminated by 1995. It will be 
similar for Poland. So. if we go on, we will become the 
summer cottage in front of the fortress. 


Protest Over Czech Industrial Waste Dump: 
Water Threatened 

2A000S97 Warsaw PRZEGLAD TYGODNIONW } 
nN Polish No 28, 9 Jul 8Y pp 8-9 


[Article by 
Away | 


Agnieszka Oledzka: “Garbage To Throw 


fTeat] There ts no peace under the chestnuts, which like 


peddler women have camped out on the northern side of 


the Kudowa promenade. The reasonableness. which 
both sides of the dispute claim. states that it 1s “better to 
talk than to shoot.” “The lower orders” are less selective 
in their choice of methods. 


In the spring of 1986, on the Polish-Czech border. 500 
meters from the windows of inquisitive Polish house- 
holds appeared a group of engineers. 


The rumor. repeated by a thousand lips, could not be 
countered by any official explanation. 


The inhabitants of Kudowa declared: “The Czechs are 
building bunkers for atomic waste.” After all, in the 


summer of 1986, Chernobyl was the main topic of 


conversation among our countrymen 


In August the Polish authorities received “their own 
intormation” about their Czech neighbors building a 
storage area for industrial waste and about the “negative 
reaction of the local inhabitants.” Four open concrete 
containers, located directly 200 meters from the border 
of the two countries, only 700 meters from the mineral 
water intake of a health resort, were to hold extremely 
toxic industrial postproduction sludge trom four indus- 
trial concerns, metal refining and galvanizing plants, 
located in the Nachod region. 


The autumn of 1986 passed while correspondence was 
carried out. To the question of the Polish government 
plenipotentiary for matters associated with water 
resources in the border region the Czech side replied that 
the problem of the open storage area for industrial waste 
was investigated in depth by the appropriate agencies in 
their country and that of 76 proposed places the Mala 
Czermna region was judged to be the best for the safe 
storage of toxic sludge in the Czech territories. The 


specialists took into account the prevailing direction of 
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the winds in the basin—which consistently blow trom 
the Czech toward the Polish side. and the flow of the 
Brelenka River (also toward Poland) which in the tu 
might carry the runoff. 


Uust created by the transport and storage. would De 
carried by the wind to Kudowa only 500 meters awa 
while the contamination of the soil and water by the 
toxic Sludge. because of the regions topography. w 
eventually infiltrate the mineral water supply 


The year 1987 was full of official pronouncements 
government representatives. The diplomatic channe's 
were put to use. In May of that vear, after protests o 
the waste dump by the Polish side, the Czech Geological! 
Ministry intormed the Polish Ministry tor Envir 
mental Protection that the location of the dump is safe as 
far as water resources are concerned. In reply the Polish 
representative stated that based on studies done earilic 
during 1976-85 which resulted in a report of results that 
were confirmed by both sides, he cannot share 
position of the Czech side and again expressed opposi- 
tion to the location of the dump. 


The above mentioned report. a joint effort betwe 
Polish and Czech experts, completed in the vear 
ceding the “matter of the dump.” had the goa 
identifving healthful mineral water sources and 
describing conditions for their development in th 
Kudowa and Czeskie Police regions. 


At that time, in accordance to an agreement. dating back 
to 1958. between Poland and Czechoslovakia concert 
the coordination and mutual exchange of information 
about the pumping of water in the border zone. aby 
construction, pollution, and other activities that might 
affect the water supply of the neighboring country. th 
Czech side asked if intensive pumping of water (about! 
2.000 liters per minute) in the Nieckie Police area would 
be allowable from the viewpoint of Polish interests 


The experts did their work. They made a study of the 
local hydrogeologic systems and constructed a means 

dividing the area into basins. The finished report was 
accepted by both sides as a well researched matter. The 
mineral waters used by the health resort come trom 
sources that are not independently located on either sid 
of the border. but are part of the same unified system 


A toxic waste dump, according to the opinion of Polish 
experts, would most likely destroy the health resort area 
in Kudowa. Tite seismic activity in this region. the 
potential for an earthquake like the ones that shook the 
area in 1964, void any guarantee of safety associated 
with a toxic waste dump. 


The Committee for Polish-Czech Economic and Scien- 
tific-Technical Cooperation deliberating in the first 
months of 1987 has called on government plen!potentia- 
ries for water management to organize a group of experts 
who would explain the dangers and prepare a report 
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[The “dump matter” has been discussed during two 
comseculive sets of talks (in 1986 and 1987) by govern- 
ment plenipotentianies and in June 1987 uuring special 
deliberations. In the last case the Polish representative 
Vice Minister Zdzislaw Stencel proposed that as part ot 
the negotiated agreement a preamble should be added to 
the international water Management agreement of 1958 
This was to state ~The damage resulting trom extraordi- 
nary pollution of water in the border region and the costs 
of removing its results will be borne by the country 
which ts the source of the pollution '~ Even though both 
sides expressed the opimion that there exist premises tor 
a final agreement. no decision has vet been made. The 
Czech side did not wish to accept the Polish proposal 


There was. however. a suttening in the positions taken 
by each side. The Polish representative “demanded 
cessation.” the Czech “did not share the tears.” An “ad 
hoc” team of experts trom both nations was created with 
the duty of making a detailed investigation—another in 
a series. Sull at the November 1987 meeting both sides 
stuck to their positions. The Czech experts, it was noted 
in the report. “do not share” the view held by the Polish 
side that there will be harmful ettects from the industrial 
toxic waste dump at Mala Czermna on the environment 
in the area of Kudowa-Slone. In view of the dragged out 
discussions among the experts the Polish representative 
announced that in concert with the Ministry of Health 
and Social Care he ts presenting a proposal tor 
expanding the protected zone containing healthful min- 
eral waters in the Kudowa health resort onto Czech 
territory 


During the course of a meeting, 1n Krakow, in February 

1987. the Minister tor PRL Environmental Protection 

recei\ ed a promise trom the Czech Minister tor Forest 

and Water Management that construction on the waste 
| 


dump, thus far 25 percent complete. will stop, as was 
Stressed, until another study of the matter 1s completed 


In April of last vear the “dump matter” has begun to 
move along diplomatic paths. The MSZ [Ministry ot 
Foreign Affairs] sent a request to the Czech Ambassador 
on the matter of stopping the construction work. Four 
months later an answer arrived, in which the Czechs 
State that construction work will temporartly cease. but 
the decision about total abandonment will be cond- 
tioned on the creation of a protected zone in the border 
area, which will be linked to having the Polish side pay 
the construction costs of the storage facility to date 


Poland 1s to pay for the waste dump. The sums men- 
tioned are on the order of several million zloty 


During two consecutive negotiation sessions by plenipo- 
tentiaries of the two governments (on the 25th and 26th) 
the situation remained unchanged. However. the Polish 
representative stated his conviction that the results of 
the meeting will lead to the abandonment of the con- 
Struction. 
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In January 1989 the Polish Munistry of Health. 
approached the Czech Ministry of Health and Social 
Concerns with a formal proposal ior expanding the 
protected area surrounding the Kudowa mineral water 
reservoir onto the Czech territory. In her declaration, the 
minister stressed the fact that “the combination of 
hydrogeologic and hydrochemical conditions in the 
region has been tested by various studies conducted in 
order to locate the health giving waters of the Kudowa 
health resort. and was confirmed by joint Polish-Czech 
surveys which were done to define the conditions for the 
uulization of the Kudowa-Police region, and were fur- 
ther confirmed by satellite photographs and infrared 
photographs.” She summarized the results of chemical 
analysis performed on the neutralized and diluted sam- 
pies of the sludge supplied by the Czech experts. The 
toxic content of the concentrated elements—cadmium. 
nickel. chrome. lead. copper. zinc—is several times the 
maximum allowable standard. The lack of a unified 
stand on this matter brings with it the risk of degradation 
In the natural environment. 


During May a work group came to Mala Czermna tor an 
inspection. In the report from a meeting between the 
Polish and Czech experts it was noted that construction 
on the waste facility, according to the promise of the 
Czech Minister. was not continued, and that it 1s not in 
use. However, both sides stili hold the opinions that were 
voiced in the report of “ad hoc” experts’ group in 
November |987—the Poles are “protesting.” while the 
Czechs “do not share” this view. 

The agreement signed in 1958 contains an item stating 
that all activities by ether side which might have an 
effect on the interests of the other signatory should be 
coordinated. A solution by negotiation between trends 
was not foreseen, it seems that only good manners were 
to be observed 


In May a special representative of PRL’s Prime Minister 
spoke with the chief of the Czech government. The 
Prime Minister stated. among other things, that he will 
issue an immediate order for the cessation of construc- 
tion of the waste dump at Mala Czermna and hve it 
relocated to another site. He made a promise that the 
Czechoslovak government will never allow the building 
of any new industrial installations which would poilute 
the natural habitat of a nerghboring country. 


Kwasniewski Reflects on Election Loss, 
Cooperation With Opposition 
000613h Warsaw TRYBUNA LUDU in Polish 


Jun SY pp l- 


[Interview with Aleksander Kwasmewski, Youth and 
Physical Culture Committee. Council of Ministers, by 
fomasz Szymanski: “Not Hiding the Differences—We 
Are Seeking Points of Contact”] 


[Text] [TRYBUNA LUDU] In seeking a senate seat 
trom Koszalin Voivodship, you presented a broad pro- 
gram of political and economic reform. It, however. was 
not enough to win. Do you conclude from this that the 
~ which you proposed, lost’ 


concept of a “modern state, 
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[Kwasniewski] | stood tor election honestly thinking 
that | had a hope of winning. The truth turned out to be 
much more brutal for me It became clear that 
was not enough to be a man of reform with political! 
experience and the desire to make changes in order to 
gain the tavor oi a majority of the electora' >. It was also 
necessary to be a member ot Solidarity accepted by the 
Citizens Committee 


[ could not win .n these elections. But it 
sauistying tor me that nearly 40 percent of the voters 
supported my candidacy 1 tt 


iS Vers 


They expressed (heir accep- 
tance of an individual who clearly supported the lef! 
and desired deep reforms and a pragmatic resolution of 
Poland's problems 


Thus. | have no regrets. My close and distant tnends 
have told me that 1 would be better if I had been 
candidate tor election to the Seym tor one cot the PZPR 
seats, and they add that then I would certainly have a 
place in parliament 





Il. however, decided to submi to unrestrained social 
erification, as a sporting man, which | am. And I repeat 
avain. | do not regret the decision 


([TRYBUNA LUDU] What did you gain trom these 


Lat , ? 
CICCLIONS 


[Kwasniewski] An education! | gained a great dea! of 
experience, which will pay dividends in the future. from 
the tace-to-face encounters with people por to the 
elections. | did what was possible | lost. but | achieved 
the best result among those who could not win. That 
lightens the burden of deteat 


(TRYBUNA LUDU] Do you think that the elections. 
which are an essential step along the path to the democ- 
ratization of our country. have. as a side effect. however 
had the bad effect of sustaining the artificial division 
into “authorities” and “society ” 


Kwasniewski] In a sense, yes, but | am a supporter of the 
modern state in which such a relation 1s unacceptable. in 
which society must have the nmght of full. free self- 
expression. Including on the subject of the authorities 
But if society has elected the authorities, it must respect 
the decision with complete responsibility and adapt itself 
to the authorities. The freedom of self-expression. cre- 
ating Structures, etc., must serve effective acuuon. For the 
good of the country 

Are there no differences between us and the opposition? 
There are and serious ones at that. But I belreve that it 1s 
possible to find points of contact. We can jointly solve 
Poland’s most important problems, primarily economic 
ones. Soon the wave of election tever will pass, and 


perhaps it will turn out that with the democratization of 


our life we have gone a good distance, but the state of the 
economy weighs down our feet. 
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Collective wisdom, sell-iimilalion of Gemands. agree- 


ment to take riskS must sland in opposition to the 
popular beliets about economic processes. That it 1s 
possible to restructure without closing unprotitable 
plants. that it is possiole to introduce a Market withoul 
.¢ Increases, lO Make Changes wilhoul Making sacri- 


a? 


We need great reforms. which no party 1s capable of 
making alone 

T doy , 4+ ¢ . }. ; 
ioday it iS Said Mal society laid 
-ears. How do 
dimensions of the victory Dy the Soudarnty parts 


(TRYBUNA LUDI 


Oul the Dili for Nhe Dast 4) vou view the 


[Kwasniewski] They have achieved a great success. one 
that even exceeded their cxapectauions somewnal That 
was the will of the people. The bad election law due to 
which the winner took all aided them (ne must 
remember, however. that nearly 40 percent of the cit- 
zens entitled to vote did noi go to the polls They took up 
a place on the sidelines of events. For me. they are the 
greatest question mark’ 


| tear that we are entering a penod of political instability 
Going into the elections, | hoped. without justification as 
it turned out, that it would be possible to create a 
balanced set of relationships which would permit solving 
the most pressing economic problems. In order. how- 
ever, t0 Carry out the essential reforms. it 1s essential to 
meet one of two prerequisites: either establish a stable set 
ot political relationships or create a strong government. | 
see nothing of the kind after these electrons. Will it be 
possible to carry out the required economic retorms? | 
would like to believe that. in spite of everything. ves 


Much will depend on the processes occurring within 
Solidarity. Their readiness to take part of the responsi- 
bility for the difficult decisions ahead of us 1s essential 
This 1s not a question of tactics, but a Polish necessity 


ITRYBUNA LUDU] The elections were a cold shower 
tor the PZPR 


[Kwasniewski] It was needed. The past weeks have 
allowed us to look at ourselves with complete trankness 
We know where we are. We know thal it 1s necessary to 
begin the process of rebuilding social trust. The 
apparent luxury of avoiding this verification could have 
led the party to degeneration 


Party members must tell themselves clearly that 1 1s 
necessary to change everything trom the ground up: the 
methods of operation. the program, the structures, and 
the people. There will be no new agreements made like 
the one made at the roundtable on the division of seats. 
Future elections will no longer be plebiscites because by 
then many political forces and various options will have 
developed: we will have to undertake a normal political, 
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electoral struggle. | believe that we will be able to capture 
a Significant place appropnate to our aspirations for the 
Polish left. But we must begin to struggle for ut now 


Elections, but not just elections, characteristically bring 
yoy to the victors and wisdom to the losers 


PZPR Voivodship Committee Hosts Area 
Deputies Meeting 
26000613a Warsaw TRYBUNALUDI 


22 Jun SY py 


in Polish 


[PAP report: “Meeting of Newly Elected Deputies and 
Senators} 


{ Text] Przemysi—On 21 June 1989 at the PZPR Voivod- 
ship Committee building, there was a meeting of repre- 
sentatives of the political and administrative authorities 
of the voivodship with the newly elected deputies and 
senators of the Prz7emysi region, including those from the 
Sohdanty Ciuzens’ Committee. The conviction was 
expressed that the civic activity of the parliamentarians 
will contribute to a productive and effective solution of 
the difficult problems of Poland and the voivodship in 
the spirit of the agreements of the roundtable. The 
current sociopolitical situation in Przemysi Voivodship 
was presented to the deputies and senators. Emphasis 
was put on the problems requiring sapid solutions 


The Solidarity representatives emphasized that, in their 
opinion, transforming the state apparatus so that its 
make up 1S more in line with the pluralist character of 
society 1s essential 


The participants in the meeting made an initial review of 


the cooperation on vanous levels. Deputy Janusz Onysz- 
kiewicz, who was a candidate from Przemysl Voivod- 
ship. expressing satisfaction with the form of the 
meeting, stated that “it is a stage in restoring normality 
to the country.” Readiness to maintain continuing con- 
tacts between the coalition and solidarity-opposition 
sides was expressed. 

Similar meetings were held in Jelena Gora and 
Piotrkow 


U pper Silesian Association Formed, Declaration 
Published 

26000627 Katowice GOSC NIEDZIELNY in Polish 
Vo 26, 25 Jun 8Y p 3 


{A letter to the editor from the Founding Committee of 


the Upper Silesian Association: “What Next for the 
Upper Silesian Association’ | 


[Text] The Easter issue of GOSC NIEDZIELNY pub- 
lished “The Declaration of the Upper Silesian Associa- 
tion” along with a report on the initiative of forming an 
association of precisely this name and on the goals and 
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purposes of the Declaration. Below we are reprinting 
Owing tO nuMerous requests by readers who had learned 
about that initiative indirectly. 


We also received letters (nearly 100) trom persons 
declaring their readiness to join the proposed associa- 
won. All these letters will be individually answered at the 
moment when the Upper Silesian Association becomes a 
tact and will be able to commence normal activities, and 
primarily organizational activities 


The crucial point to all those interested in the formation 
of the Association and participation in its activities is 
that on 30 May 1989 a request for registering the 
Association has been submittec to the Katowice V oivod- 
ship Court and that an application has been made to the 
voivodship authorities tor allocating suitable premises 
for the offices of the Association 


At the next, by then third, meeting of the Association's 
founders, wh:ch was held on | 3 June 1989, the statute of 
the proposed Upper Silesian Foundation was passed 
(with the Association to be its sponsor), its purpose 1s to 
provide material support for achseving the goals of the 
Upper Silesian Association. The meeting also defined 
future orgamizational activities, especially those ftol- 
lowing the Association’s registration (which should 
occur not later than within a period of 3 months trom the 
date the registration was applied tor) 


We therefore ask all the interested parties to be patient, 
as well as not to lose their enthusiasm for this initiative 


At the same tme, let us offer the reminder that corre- 
spondence concerning the Association may be addressed 
to: Founding Committee of the Upper Silesian Associa- 
tion, 40-042 Katowice, P. O. Box 155 


Declaration of the Upper Silesian Association 


Underlying the Upper Silesian Association 1s the desire 
to preserve the cultura! and civilizational values, arisen 
on Christan ground, of Upper Silesia, as well as the 
Striving to integrate the region’s community around its 
ancient and new values and to promote a harmonious 
development of the local population, with a view toward 
the wellbeing of everyone. 


The Association .: a voluntary society, a community of 
persons identifying themselves with the values symbol- 
ized by Upper Silesia It 1s an organization that 1s 
independent of the pohiical decisionmakers. It desires to 
become a spokesman for the values, aspirations, striv- 
ings, and interests of Upper Silesia on the national scale. 


The Association desires to strengthen the bond with the 
Piast roots of the ancient Upper Silesian principalities of 
Opole, Raciborz, Cieszyn, Zatorsko-Oswiecim, Bytom, 
Siwierski, Nysa, and Opawsko-Karniowski 
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The Association acknowledges as its heritage the values 
transmitted by: 


—great Silesians, awakeners of moral and national 
awareness, including clergymen of both denomina- 
tions, public activists, intellectuals, and artists: 


—the Upper Silesian monastic orders, including the 
Cistercians, the Franciscans, the Dominicans, and the 
Jesuits, as well as the Protestant pastorate communi- 
lies; 


—organizations such as: Upper Silesian academic soci- 
eties from before World War I, Macierz Szkolna, the 
Aloysians, Sokol, Eleusis, Silesia Superior, the Society 
of the Friends of Sciences in Silesia, the Association of 
Poles in Germany, and the Association of Poles in 
Czechoslovakia; 


—Silesian Insurgents, Defenders of Upper Silesia in 
September 1939, Armia Krajowa veterans in Silesia, 
and the Silesian Scouts. 


The Association perceives its fundamental purpose to be 
the sustenance of the awareness of people of the Upper 
Silesian region that they are the proprietors of their 
“little Fatherland,” responsible for the cultural heritage, 
including also local dialect and customs, as well as for the 
natural resources and beauty of this land: for their 
identity, which, despite every obstacle and destructive 
measure, especially during the last half-century, may not 
fade but should continue to develop, consolidate itself, 
and enrich with its values the realm of national and 
European cu.ture. 


The Association is open to new values in philosophy, art, 
education, enlightenment, technology, and economics. 


Among its other purposes the Association includes: 


—<dissemination of the truth about Upper Silesia while 
respecting the accomplishments of the past multina- 
tional generations of this territory and of the immi- 
grant population deriving from other regions of the 
country; 


—promotiion of living forms of social and cultural life 
and fostering the formation of neighborly and social 
relations; 


—initiation of steps to restore a healthy environment 
and put an end to any further degradation of natural 
environment: 


—care of monuments of Polish as well as Czech-Mora- 
vian, Slovak, German, and Jewish culture: 


—maintenance of contacts with other regional organiza- 
tions of a similar nature, such as the Kashubian- 
Pomeranian Union and the Association of Podhale 
Inhabitants: 


POLITICAL 


—maintenance of contact with Upper Silesian commu- 
nities located outside the administrative boundaries of 
the Upper Silesian voivodships, outside the region, 
and abroad. 


The Association desires to accomplish its purposes by 
fostering the values which have for generations deter- 
mined the Upper Silesian identity. They are: attachment 
to Christian traditions and values, the work ethos, love 
of freedom, honesty, the role of the family, tolerance and 
cultural openness, equality of estates, and also altruism 
and efficient management. 


The Association will engage in, among other things: 
publishing, scientific, research, and artistic activities, 
educational work, work with yc 4h, and activities to 
promote clubs, tourism, and ec = mic Management as 
well as to provide assistance a: . aclive intervention as 
needed. To support these diverse activities, the Founda- 
tion of the Upper Silesian Association will be formed. 


Membership in the Association 1s Open to anyone who 
feels himself sentimentally linked to Upper Silesia and 
regards this region as the place to live in for himself, his 
children, and future generations—to anyone who can 
say, and prove it by his civic attitude, “This 1s my land.” 


Newly Formed Associations Publish Statements of 
Goals 


‘Truth and Learning’ Club 
26000636 Warsaw KONFRONTACJE in Polish 
No 5, May 89 p 30 


[Text] Mindful of the constant need (both individual as 
well as socia’) for explanations, solutions for problems of 
a moral, philosophical, ideological, existential, etc., 
nature, | am forming a club whose main objective will be 
as follows: 


—an organized dissemination of the solutions to these 
problems. and by that to 


—make it possible for all interested parties to obtain, in 
a radically simple and thorough manner, general and 
complete knowledge about the world, mankind’s place 
in it, how we should live (conduct ourselves and act), 
so that this life will be the best that it can be... and by 
that to 


—improve people’s minds (with all of the good that this 
brings with it). 


Along with the club’s main activity, described above, 
cultural activity may also be conducted, as an adjunct to 
the main activity. 
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In accomplishing the main objective of the club | intend 
to make use of the solutions which | have already 
obtained and developed, and also the solutions which | 
prepare after | receive a request for them by the inter- 
ested parties. Initially, | recommend to all seekers: 


—The Philosophy of Truth” (this is an ontological 
work, that 1s, it presents the general features of all 
existence, prepared so that its text can be fully and 
simply proven trom the standpoint of its compatibility 
with the truth, and therefore makes it possible to 
correctly evaluate and understand the world and 
everything that exists in it); 


— The Ideology of Learning” (this is a work containing 


ideological instructions on the principles and ways of 


our life, those that are wise and therefore the best... 
turthermore, the learning here is presented in a correct 
way, completely different from the usual past interpre- 
tations). 


The text of the above-mentioned works 1s of a philosoph- 
ical nature and constitutes the substantive basis of the 
club formed to propagate it, hence its character and 
name: Club for the [Followers:] Disciples of Truth and 
Learning. This ts a club for the advocates of truth in the 
assessment of our existence and the world in general, and 
learning in the realization of our life. In other words, this 
a club for realists, people who are honest, tolerant and 
generally kindhearted. It 1s also for the seekers, the 
undecided, those who are unhappy with the principles 
now guiding our lives, and who would lke to spend their 
time with people of the same or similar viewpoints, 
attitudes and character. 


The club’s objectives are to be accomplished through the 
following activities: 


—popularization. 


(a) compatible with truth in the assessment of our life 
and reality as we perceive tt, 


(b) learning, as the most important feature to apply in 
the realization of our life, both individual and 
collective (social): 


—discussion and confrontation (in relation to various, 
often incompatible with each other, proposals for lite’s 
strivings, both individual and collective, and as to the 
ways and forms of their realization, etc.); 


—cultural (1.e., relating in an ideological, therefore gen- 
eral, way to various culture-creating activities; using 
the idea of learning as the basic and correct criterion 
in the assessment of this activity; 

pleasure- 


(ceremonial, recreational, 


—sociocultural 
giving, etc.). 


POLITICAL 


Anyone can become a member of the club who, having 
become acquainted with the philosophy of truth and the 
ideology of learning, accepts them as being correct and 
personally useful and expresses a desire to participate in 
the club’s activities. 


The club’s area of activity 1s unlimited. 


All questions on club activities and membership, orders 
tor “The Philosophy of Truth” and “The Ideology of 
Learning’, and requests to explain any problems of a 
philosophical, moral, ideological, etc., nature (which can 
be made regardless of membership in the club or attitude 
towards its activities) should be addressed to: Edward 
Piszcezalka, Poste Restante, 50-900 Wroclaw 2. 


‘Pomost’ Society: Minority Interests 
26000636 Warsaw KONFRONTACJE in Polish 
Vo 5, May &% p 30 


[Text] Pomost Society, registered in Warsaw on 20 
December 1988, was formed as a continuation of the 
informa! discussion club Pomost, functioning since 
autumn of 1986. This club arranged over 20 discussion 
meetings devoted to the problem of national minorities 
in Poland now and in the past. The club’s activities met 
with great interest, particularly in the academic circles in 
Warsaw. 


Pomost’s basic objective is to Overcome prejudices and 
stereotypes in the relationships of Poles with their neigh- 
boring nations, primarily the Slavic ones, and to build 
respect and trust among them. The society ascribes 
special significance to cooperation with the representa- 
tives of national minorities in Our country, because we 
believe that the joint future of our nations will not be a 
better future if we do not trust and accept each other and 
also accept the inevitable differences among nations. We 
are also confident that these differences do not have to 
set us against each other, as has happened so often in the 
past. 


Pomost wants to achieve its objective primarily through 
the spread of knowledge about the history and culture of 
Belorussians, Lithuanians, Serbo-Lusatians, Slovaks and 
Ukrainians, and especially about the historial and cul- 
tural ties between these nations and Poland and Poles, 
without avoiding those events which became the source 
of mutual prejudices. In addition to public lectures, the 
Society's basic form of work, it plans to arrange arts 
events, seminars, and the like. in tue future. 


How Pomost’s activities will develop will depend in large 
measure on how many members and coworkers we will 
get. We are open to new ideas and offers of cooperation. 
We ask all interested persons to contact us in writing at 
the following address: Pomost Society, JOWISZ Club, 4 
Wyszogrodzka St., 03-337 Warsaw, or by telephone to 
Tomasz Szczepanski, 25-67-36, or Pawel Kazanecki, 
35-47-59. 
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GERMAN DEMOCRATIC REPUBLIC 


Improvements Sought in Combat Training 
Planning 

23000198 East Berlin VOLKSARMEE in German 
No 26, 26 Jun 8Y p 4 


{Article by Major General Werner Kaeseberg, Ministry 
of National Detense: “Comprehensive Combat Train- 
ing—A Fashionable Expression?”’| 


[Text] “Comprehensive combat training” is a concept 
which is on everyone’s lips today and yet does not 
represent anything creatively new. Is it perhaps a fash- 
ionable expression? For years, all branches of service 
have been combining training topics into comprehensive 
units. The goal was to provide more efficient, more 
realistic, and more logical training. If we speak today of 
comprehensive combat training, however, we mean 
more. In addition to stabilizing the results of combat 
training, we are concerned with improving the status of 
military equipment, accompanied by more efficient uti- 
lization of available trainers and simulators and a simul- 
taneous improvement of service, working, and living 
conditions, in order to create the most direct and 
shortest path, in order to create unity among military 
units. 


Precisely Planned—Over an Entire Training Year 


Inspection activity among the land forces indicated that 
all components had rich experiences in this regard, the 
realization of which, however, is far too often handled 
with reluctance and without utilizing all possibilities. It 
is also obvious that the objective prerequisites which 
exist among ground forces components are very differ- 
entiated, which ts the cause for individual approaches to 
the solution of various problems. This fact is already 
reflected in the various definitions of use in individual 
components. Whereas in the Leistner unit there 1s talk of 
far off-site, near off-site, and on-site training as well as a 
week of guard duty, and while the training site plays a 
significant role in this connection the Reiche unit talks of 
a tactical week and 2 firing week as a starting point, 
because of the immediate proximity of its training sites. 
There is considerable agreement that complex training 
exercises should be planned by the week and by the 
battalion. Planning is accomplished over a training half- 
year with training topics being assigned in consideration 
of the logic of the training involved, as well as in view of 
the required military equipment necessary to carry it 
out. Specific coordination down to individual tanks, 
armored reconnaissance vehicles, or armored personnel 
carriers, of technical and rear support services are the 
contents of the monthly plan. 


Creation of training exercise units is accomplished so as 
to best utilize the time available, and with a proviso that 
free space for service preparation, maintenance, and care 
of the military equipment, as well as free time in the true 
meaning of the word, be gained for the personnel 
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involved. The basis is the thinking that combat training 
should be planned in such a way that weekly training 
time (35 hours) be accomplished between Monday and 
Thursday and that Frida\s be reserved for other tasks or 
as a day off for part of the professional cadre and units of 
the battalions undergoing training (in the event of tar 
off-site training or near off-site training). 


Part Company With Traditional Sirictures 


Existing practice indicates that, in order to realize these 
thoughts, a number of prerequisites must be created. 
Toward this end, it is desirable to part company with 
some traditional habits which are no longer commensu- 
rate with current requirements. For example, given bat- 
talion-size comprehensive combat training it becomes 
impossible to record every superior officer as “present” 
at every measure taken within the troop component, to 
wish to do everything oneself, and to spoon-teed all 
subordinates with respect to all decisions. It is important 
to render the daily course of duty more precisely, to 
change opening times of warehouses and issuing depots, 
and even the sales outlets of the MHO [Military Retail 
Store] must adjust to these conditions. Also, admiunistra- 
tive efforts are to be lowered to a minimum. To find a 
common denominator: the entire military life of troop 
components must be oriented toward this principle ot 
training. There are examples to indicate that the half- 
hearted and formal introduction of comprehensive 
training weeks has led to still greater burdening of the 
professional cadre, to deterioration of the condition of 
military equipment, and, finally, to a lack of stability in 
combat training. Although it is clear that there is no 
ready recipe for the organization, execution, and evalu- 
ation of comprehensive training weeks, there are experi- 
ences which are worthy of being generalized. 


The unifying of various training topics into comprehen- 
Sive exercise units is highly variable, but, nevertheless, 
characterized by the objective circumstances which exist 
in the various troop components. This connection 
cannot, thus. be applied dogmatically for all troop com- 
ponents in a uniform manner. However, it should be a 
matter of principle that a main topic, a sort of core, be 
established for the training week, to which additional 
training topics are then assigned. This training core can, 
for example, be made up of daytime training, training 
exercises prescribed by program, exercises designed to 
strengthen the unity of individual units, tactical exer- 
cises, Or verification of the unity of platoons, or firing 
segments which are carried out in the time period from 
Monday through Thursday and are to be combined with 
other training topics in such a way that 35 training hours 
are actually achieved. The foundation for implementa- 
tion of training is and remains the program for combat 
training. Nevertheless, troop component commanders 
must utilize the possibilities inherent in the programs 
and must make use of their rights to render topics and 
training hours more precise. This *-suits in the creation 
of conditions under which weakly mastered topics or 
elements of individual training can be included in the 
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comprehensive training units to be formed. This, in turn, 
presupposes that the company commander and the bat- 
talon commanders are informed about the degree to 
which training topics are being mastered so that they could 
submit justified proposals for the creation of training 
exercise units to the troop component commander. 


Consequences of Preparing for Duty Until the Free 
Lime 


The military equipment used in the complex training 
erercises 1S Subjected to heavy wear during this training 
week Consequentiy, it 1s important to plan tmme tor 
maitenance and care precisely and to carry Out these 
functions on the basis of new maintenance technologies. 
The maintenance of military equipment should not be 


separated from combat training, like some kind of 


appendage, but should be viewed as a component of this 
training. By amalgamating training topics, the program 
of the training week through Thursdays was fulfilled. A 
part of the personnel of the battalion utilizes their tree 
day as a motor pool and business day to engage in 
intensive all day technical maintenance of military 
equipment (downtime for combat training equipment) 
and for the transfer of this equipment to, and acceptance 
of this equipment by, the battalion which will use this 
equipment in the coming weeks for purposes of its own 
comprehensive training week. The other part of the 
battalion has the opportunity to fulfill other tasks or to 
plan free time. This gives part of the professional cadre 
the opportunity of using this time, in conjunction with 
their duty free Saturday. for recreational purposes, and 
for satisfying personal requirements. This presupposes 
that. on tree days, no central measures are planned in the 
troop component in order that this day can actually be 
used as a free day. 


The pulling together of training topics also results in 
consequences for the preparation involved in_ these 
topics, particularly for the preparation engaged in by the 
training officer. Experiences noted by troop components 
ot the Leistner unit show that 2 days per month can be 
planned to allow for methodological preparation. The 
ist day is planned during the week of on-site training. On 
this day. training of battalion personnel (excluding 
training officers) is accomplished by officers from the 
superior staff. Under the leadership of the battalion 


commander, all training officers, including officers of 
the battalion staff, are involved in central preparation of 


the key portions of the comprehensive training week. As 


a result, all training officers are familiar with the ideas of 


the commander and with his requirements, they know 
the evaluation criteria, and they become familiar with 
the officers who are brought in to assist and to lead. In 
motorized infantry regiments, it has proven to be worth- 
while to involve motorized infantry battalions com- 
pletely in the training exercises, that is to say, including 
maintenance and repair groups and the supply group. 
Thus, in accomplishing methodological preparation, the 
training of these groups and the technical and rear 
services support are coordinated on an equal basis. 
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Comprehensive combat training ts very physically and 
psychologically demanding for training officers and 
trainees. lt presents good opportunities to practice phys- 
ical pertormance and to stabilize it. In order to facilitate 
the requisite continuity in physical training which ts a 
must for stable and repeatable results in physical 
training, it has proven useful to include elements of 
physical training in the comprehensive training week 
program. 


In some troop components, planning the commitment of 
equipment became a serious problem. Particularly) 
during the months which are set aside tor implementing 
driver training, the availability of the required tanks 
armored reconnaissance vehicles, or armored personne! 
carriers for other training branches could not be full) 
realized. One solution, for example, was found in the 
Leistner and Reiche units in the form of central technica 
support. primarily for firing training. This takes lic 
pressure off the troop components and precise planning 
can assure the necessary equipment ts available to al 
training complexes. 


All in All—An Intensification Shift 


The organization, execution, and evaluation of compre- 
hensive training weeks 1s currently being successfull) 
practiced in a number of troop coinponents. During the 
course of inspection activities in the Letstner umit. it was 
worked out that the goals enunciated in the beginning 
would essentially be attained. Particularly the stronge: 
involvement of battalion and regimental staff officers is 
having a positive effect on combat training and creates 
better opportunities for its organization. 


In conversations with officers ranging in rank from 
platoon leader to formation commander. there 
agreement that implementation of combat training in 
comprehensive training weeks has brought about a truc 
intensification shift. This testimony was specifical!s 
underscored by the results achieved in combat training 


was 


Superior officers of the “Anton Saetkow™ Motorized 
Infantry Regiment saw the advantages in the following 
aspects: 


a) The results of combat training have become more 
stable through its more intensive and more efficient 
formation. 


b) By undertaking comprehensive training by battalion 
which is led by the battalion commander. his ideas 
his requirements are implemented in all companies in 
a uniform manner. 








JPRS-EER-89-095 
23 August 1989 


oc) The battalion commander and the company com- 
manders are in a better position to evaluate the status 
of training un their units because direct comparison ts 
possible 


[he all day motor pool days for combat training 
equipment have resulted in palpable improvements 
in its status. 


e) 


— 


e) Comprehensive combat training permits the efficient 
utilization Of trainers and simulators, as well as their 
opumum exploitation. Also, use of radio-controlled 
target display complexes (FZDK) becomes more effi- 
clent for more units when used. 


() [he day oft on Friday has a beneficial effect upon 
tamily lite and, consequently, also upon the job satis- 
tacuon of professional cadres which, in turn, 1s 
reflected in the quality of their service. 


Naturally, all of these positive results are possible only 
where training officers participate in formulating 
combat training with courage and initiative. The knowl- 
cdge must ripen that borders must be crossed—borders 
Liat were reached with the aid of old and entrenched 
methods and that greater stability 1s not achievable by 
extensive Means. 


Similarly, the implementation of comprehensive 
training weeks presupposes a higher degree of responsi- 
bility and flexibility. The continuity of training must be 
assured, even in the presence of objective disruptive 
factors. For this reason, organization must be free of 
dogma, and all objective and subjective factors must be 
taken into account. In the final analysis, operational and 
combat training, in unity with political training, remain 
as the principal field in the struggle for a high degree of 
defense readiness. 


Scrapping of 1-55 Tanks Described 
23000192 Halle FREIHEIT in German 4 Jul 89 p 6 


| Article by Dirk Scharlott: “We Keep Our Promise— 
Scrapping of Military Equipment Begins: The First of 
600 Tanks on Their Final Journey to the Blast Furnace: 
Ostritz Near Goerlitz—The GDR Consistently Realizes 
its Unilateral Disarmament Measures ’] 


| Text] Ostritz, a small community south of Goerlitz, has 
advanced into the headlines of the world press. Some 
days ago, the dismantling and scrapping of the first of a 
total of 600 tanks, which will be unilaterally disarmed by 
our republic by 1990, began here. Journalists from eight 
countries and from West Berlin were able to convince 
themselves on the spot as to how consistently the GDR 1s 
pursuing its policy which 1s aimed at securing peace. 
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it ls Good To Be So Directly Involved in Disarmament 


Deep within extensive spruce forests, lies the National 
People’s Army tacility of Charlottenhof, which is part of 
the Ostritz Depot. More than 100 T-55-A tanks are 
parked on a large concrete apron; they are precisely lined 
up, the distances between them are identical, down to a 
centimeter. Somehow one could think that a parade 
would begin at any moment; or that a maneuver was 
about to start. But nothing of the kind occurs: at the 
latest, some 50 meters further on the situation becomes 
clear. 


A large truck-mounted crane very caretully lifts a gun 
from the turret; for a moment it seems to stand still in 
the air until it 1s gently directed to the ground next to the 
tank—as gently as one can direct a 5.7-meter-long giant 
weighing many tons. The crane deposits the tube, the 
slings are released, the boom swings over to the next 
vehicle. The beginning of dismantling at Charlottenhof 


At another location, noncommissioned officer Olaf 
Wendisch is in the process of gutting a turret which has 
already been lifted off. After all the electronics have been 
removed, he 1s ripping Out the insulation. 


He is asked a question: What does one think about at 
such a time? “Ah, well, it does strike me as somewhat 
comical, particularly since | personally used to drive 
tanks before being detached to this duty. And one feels 
particularly tied to this type of vehicle. But | am happy 
about it, it is better that we dismantle the tank than to 
have it dismantled by a shell in a war. It is good to be 
participating so directly in disarmament.” 


15 Dismantled Tanks Already at the Steel Mills 


Station No 2 is the depot at Ostritz, not far from the 
border with the Polish People’s Republic. A peculiar 
burning odor permeates the uir, the sound of heavy 
tiows its mixed with the tumbling sound made by fallen 
objects. 


As can soon be seen, here the basic vehicles—in other 
words, already deprived of turrets and guns, are disman- 
tled into pieces suitable for the blast furnace. Cutting 
torches eat through the steel, pieces as thick as one’s arm 
tumble to the concrete, and a little to the side, a crane 1s 
removing the |2-cylinder 600-HP engine from another 
tank. 


At a special location, the 5-speed transmission. the 
preheating facility, the oil cooler, and the drive train of 
this combat vehicle are already stored. 


The director of the Ostritz Equipment Depot, Colonel 
Joachim Nicolaus, says: We had to develop special 
technologies for the dismantling and familiarize the 
military and civilian employees of this activity with the 
necessary work procedures. Meanwhile, 15 dismantled 
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tanks are at the steel mill, 24 are being currently disas- 
sembled and scrapped. Some |24 tanks are at the dis- 
manthng tacility and in the immediate future we must 
create room and capacities for an additional 246. Of the 
600 combat vehicles, we intend to refit about 150 tor use 
in the national economy, particularly in the brown coal 
industry 


Col Nicolaus also responded with the clear answer to the 
questions of some Western journalists: “We are not 
scrapping some kind of obsolete equipment here, but 


rather vehicles which still had a remaining use reserve of 


trom 50 to 9O percent—in other words, vehicles that 
were sull fully action-capable. This can be verified at any 
tume. We are in the process of disarmament, in word as 
well as in deed.” 


Scrapping— Vehicles at Their Last Station 
Tank hulls are propelled to their last station on their 


road wheels. “Scrapping” 1s written in accurate script on 
a sign. The “interior lite” of the vehicles which 1s 


removed is used in many cases for spare parts. Private 
Joerg Hoppe lights his cutting torch and begins to 
disassemble the steel wall. The paint evaporates, sparks 
fly in all directions. Cover plates come crashing to the 
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ground. Stackers grip the components and transport 
them to ready containers provided by the VEB [State 
Enterprise] Metals Processing Enterprise. 


Disarmament, a dream of mankind tor vears. It 1s in the 
beginnings of its reality at Ostritz, south of Goerlitz, in 
the GDR. 


Photo Captions 


1. [Top] Carefully, a truck-mou..'ed crane removes the 
turret of a T-55-A tank from its mounting. Earlier, the 
combat gun was already removed and has been tempo- 
rarily stored in front of the tank prior to being trans- 
ported in the direction of the scrapping facility (left). At 
the Ostritz Depot, the dismantling activities then con- 
tinue: mulitary and civilian employees are removing 
engines, transmissions, prewarmers, cooling devices, as 
well as drive trains (right). 


2. [Bottom] The first of a series of tanks which the 
National People’s Army has decided to refit for eco- 
nomic purposes is received by miners at the Baerwalde 
Strip Mine of the “Glueckaut” Brown Coal Enterprise at 
Knappenrode. 

3. [Center] The 5.7-meter-long combat guns, made of 
highly alloyed chrome-nickel steel, are broken up with 
cutting torches. 
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INTRABLOC AFFAIRS 


GDR, East Bloc Reform Efforts Contrasted 
23000191 West Berlin FS ANALYSEN in German 
No 3, 1989 pp 41-67 


[Article by Prof Dr Kari C. Thalheim, (West Berlin) 
Research Institute for Inner-German Economic and 
Social Issues: “*Perestrovyka’ Has Not Yet Come to the 
GDR”: passages within slant lines are underlined in the 
original] 


[Text] 


1. Present Attitude of the SED Leadership loward the 
Soviet Perestroyka 


In my paper presented at our 1987 symposium,' “Basic 
Questions of the Present Economic Reforms in Socialist 
Countries and the Special Position of the GDR.” | 
arrived at the following conclusion: “Thus for a foresee- 
able future only mc, > small corrections on the existing 
economic system can be expected in the GDR, hardly 
changes of any consequence in the sociopolitical field.” 
Has this thesis been confirmed by the development since 
then or has the “perestroyka” proclaimed by Gorbachev 
tor the Soviet Union gained ground in the meantime in 
the C DR” 


It one keeps track of the SED leaders’ speeches and of the 
GDR periodical and book literature (this also applies 
largely to the politico-economic literature), it must be 
Stated: 


With tiresome monotony even now the phrases known 
tor the past 2 decades are being repeated, especially the 
“unity of economic and social policy,” the demand “to 
combine the advantages of socialism even more effec- 
tively with the achievements of the scientific-techmical 
revolution,” the Schwedt initiative “fewer produce 
more,” and the phrase of the “power of the workers and 
peasants under the leadership of our Marxist-Leninist 
party together with its alliance partners.” Full employ- 
ment in contrast to the unemployment in the FRG and 
in the other capitalist industrial countries and the social 
security alleged to have been fully achieved in the GDR 


are cited again and again as proof of the achievements of 


the socialist planned economy; contradictory facts—the 


achievements of the FRG regarding the development of 


a network of social safeguards as well as existing social 
deficits in the GDR—are ignored. The Berlin Wall 
continues to be referred to as “antifascist protective 
wall.” whose construction 1s said to have stabilized the 
situation in Europe.” 


In the GDR, apparently hardly anything has moved in 
the heads of the leadership. They are still of the opinion 
that the GDR economy 1s efficient, flexible, and produc- 
tive and that there is a well established democratic 
participation of the people in the GDR. I could provide 
you with a wealth of quotations starting with the Fifth 
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Central Committee plenum on |7 Dec 87 to the imme- 
diate present. A short time prior to our symposium a 
lecture published in NEUES DEUTSCHLAND of 29/30 
Oct 838 by “chief ideologist” Kurt Hager. who in March 
1987 hau provided his now famous “wallpaper 
example.” was characteristic. The tact that no tewer than 
three big pages of NEUES DEUTSCHLAND were 
devoted to his speech at the end of October 1988 made it 
evident that Hager represented not only his own views 
but the basic views of the present SED [Socialist Unity 
Party of Germany] leadership. It demonstrated that 
Marxism-Leninism without any corrections 1s still the 
creed of the SED leadership. Let me quote only three 
passages trom this lecture: 


“Socialism does not depend on some kind of illusions, it 
iS an Objective social necessity.” 


The ultimate goal of the struggle of the working class 1s 
and remains...communism, the classless society.” 


“When...bourgeois politicians and ideologues advise us 
to make the market the principal regulating mechanism 
of the socialist economy and to put it in the place of the 
plan. that is the attempt to cause us to abandon one ot 
the most important advantages of socialism, the planned 
economy.” 


Accordingly, Hager sought to dispel the suspicion that 
the present debates in other socialist countries signified a 
deviation from the principles of socialism. Thus he said: 
“When at present in some socialist countries” there 1s 
talk of a “renewal of socialism” or of “democratic 
socialism.” this obviously involves /“carrying out a 
change of policy that meets the nature of socialism/ 
(emphasis by me. Thalheim), that makes it possible to 
overcome distortions and mistakes that were committed 
in the past and to show oft all advantages of socialism to 
their best.” 


Hager placed strong emphasis on the GDR’s insistence 
on its independent development. The restructuring of 
the economic system and of the political system taking 
place in the Soviet Union does find the full approval and 
support of the SED, he said. But: “The restructuring 
taking place in the Soviet Union was the result of 
internal developmental conditions, its forms and 
methods correspond to the goals set by the CPSU; /they 
cannot be transferred to other socialist countries/.” 
(Emphasis by me. Thalheim) 


Thus it was made clear once again: we, the SED, are not 
prepared to adopt for the GDR what ts now going on in 
the Soviet Union. 


The views advocated by Hager were fully contirmed by 
the marathon speech with which Erich Honecker opened 
the Seventh Plenum of the SED Central Committee on | 
Dec 88: it covered no less than eight pages of NEUES 
DEUTSCHLAND.* Honecker’s statements adhered 
without restriction to the dominating point of view: our 
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economic system 1s efficient and successful, it does 
require some small correction and improvements but by 
no means a fundamental restructuring. Ail the same he 
said: 


“It us an important task of our comrades on all levels of the 
economy to devoie constant attention to the changes in the 
management and planning of the economy in the USSR 
and in other CEMA countries.” Socialist production, too. 
1s goods production in which objective value categories 
such as price, proiit, costs, credit, and interest exist 
Accordingly the market constitutes an objective category 


in the socialist planned economy. But “the nature oj 


socialism and thus of its economy is not shaped by the 
existence of a market but by the social property, its 
utilization and augmentation according to plan, thus to 
guarantee tull employment, social security, in short the 
unity of economic and social policy. /Therefore our 
socialist planned economy is worlds apart from the capi- 
talist market economy/.” (Emphasis by me. Thalheim) 


This clear rejection of a socialist market economy corre- 
sponds to a sentence at another place of the speech: “In 
the spirit of the continuity of our policy we start from the 
assumption that the system of the socialist planned 
economy has proved its worth in the GDR.” In fact, par’ 
of the investment decisions ts to be placed into the hands 
of the directors general of the combines for such dec?- 
sions to be made on their own authority; but a “State 
Plan Investments” will be established for 300 “econom- 
ically vital projects and the material-technical safe- 
guarding of their umplementation.” Characteristic in this 
connection 1s also the sentence: “According to the regu- 
lations established (by the Politburo) the effectiveness 
‘ot party control/ (emphasis by me. Thalheim) with 
respect to qualified preparation, implementation and 
putting in operation according to plan of the investments 
is to be increased.” Here the difference is evident 
between the GDR and other East Bloc countries in 
which, in the course of the reform discussion, a reduc- 
tion of the party’s influence on the economy its being 
discussed. 


The justification, yes the necessity, for a GDR path 
deviating from that of the Soviet Union was especially 
emphasized by Honecker in the speech which he deliv- 
ered on the 70th anniversary of the founding of the 
Communist Party of Germany (KPD). In it he said 
among other things: 


“We are shaping the developed socialist society here in 
this country, not in any vacuum nor under conditions 
existing anywhere else but as they exist here with us. We 
are shaping it in the colors of the GDR.” 


The phrasing of “the colors of the GDR” was used by 
him here probably for the first time and since then has 
shown up again frequently in the GDR. The market 
economy was again sharply reyected by Honecker. 
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“No, a market economy, possibly with labor market, that 
will not happen here because it leads back to private 
property in the means of production and thus to capt- 
talism, to its law of the jungle 


The SED is “not afraid at all of contact either with 
restructuring or with reforms”: but the question always 
arises what benefits socialism and what harms it, what 1s 
most expedient tor the GDR. The GDR takes the 
experiences of other socialist Countries into account. 


“But there 1s no reason to copy the practice of this or that 
of our fraternal countries apart from the fact that this 
would grossly contradict basic tenets of Marxism.” 


According to Honecker, the generally valid laws include 
safeguarding the political power of the working class, the 
leading role of the party, the social property in the 
decisive means of production, the socialist planned 
economy. social management and planning and the 
determining role of the socialist ideology. 


The always repeated phrase of the high efficiency of the 
GDR economy in the case of Honecker has led to the 
virtually bizarre claim that the GDR standard of living 
basically 1s higher than that in the FRG. Simply a look 
into the “Materials on the Report on the State of the 
Nation 1987.” presented in 1987 by the Federal Ministry 
for Inner-German Relations with the comprehensive und 
realistic analyses contained therein, 1s enough to refute 
the claim. However, it should be mentioned that one of 
the leading GDR economists, Juergen Kuczynski, in an 
article in NEUES DEUTSCHLAND of 22 Dec 88 tried 
to substantiate this claim, namely by linking it with the 
“policy of stable prices for basic necessity goods, for 
rents, and wage scales” (which ts controversial in the 
GDR, too). Indeed, he did not dispute that these fixed 
prices in most cases are far below the prices tor other 
goods, but frequently they are far above their production 
costs. However, the subsidies needed to maintain the low 
prices of basic necessities, he said, are raised from the 
high prices for the goods of the second category. A 
complete change of this price system has to be decidedly 
reyected because “wherever price stability was aban- 
doned even though that was connected with an increase 
in pensions and lower wages and salaries, the least 
well-off strata of the population have become impover- 
ished.”’ He said the GDR in a crucial respect has “a 
unique standard of living in as much as everybody here 
in the GDR, even the smallest pension, even the lowest 
paid blue and white collar worker has a subsistence level 
wage, his livelihood.” 


Some other pieces of evidence that the views represented 
by Honecker are commonly held by the SED leadership: 


Guenter Mittag, the most important SED economic 
policymaker, has clearly expressed this as late as early 
1989. In his concluding speech at an “initiative confer- 
ence for consumer goods production in Kar: Marx Stadt 
Bezirk at the end of January 1989, he stated: “Socialist 
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planned economy and policy of the principal task for the 
well-being of the people cannot be separated from one 
another. /That was true in the past, that 1s true now, and 
also will remain true in future.”’/ (Emphasis by me. 
Thalheim)* 


At the Seventh Central Committee plenum in December 
1988. Guenter Schabowski, first secretary of the SED 
Berlin Bezirk management and member of the Politburc., 
said: “This plan 1s and remains our decisive develop- 
ment instrument. The struggle for its all-around fulfill- 
ment is the essence of party work.” But Schabowski’s 
Statement also indicated that not everything in the GDR 
economy 1s running the way the party leadership wants. 
“At the same time I must admit that it will require 
considerable efforts to attain our self-proclaimed goals in 
full.” 


At about the same time Gerhard Schuerer. the GDR 
planning chief. said in a speech in Zwickau:® 


“When some want to talk tt into us now to renounce 
democratic centralism and to reduce central planning 
and to introduce the market economy instead, we say: 
We rely on the socialist planned economy.” 


2. Economic Reasons for the Attitude of the SED 
Leadership 


For our symposium last year we had chosen as principe! 
topic: “Glasnost and perestroyka in the GDR, too?” and 
put a question mark there. What are the SED leader- 
ship’s reasons for, on the one hand, respecting Gor- 
bachev’s reform plans but still rejecting it for the GDR? 
In my opinion it would be wrong to respond to this very 
important question with an answer based on a single 
cause. Let us begin with the economic aspects. 


In my introductory lecture | arrived at the following 
principal results for the situation at that time: 


|. The economic situation in the GDR 1n several respects 
is more favorable than that in the Soviet Union. As 
regards economic efficiency and stability it ranks first in 
the East Bloc. As a result the GDR is not forced into 
economic reforms to the same extent as the Soviet 
Union. 


2. But in comparison with the FRG, the GDR continues 
to be considerably inferior as regards efficiency and 
productivity. But this does not prevent the SED leader- 
ship from declaring the GDR economic system as suc- 
cessful. 


3. With respect to basic economic principles, the GDR 
leadership and Gorbachev are in agreement to the extent 
that for Gorbachev. too, socialism is the indispensable 
framework within which the reforms have to move. He 
does not strive for a socialist market economy. But there 
are differences of opimion as to what constitutes 
socialism. 
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4. As regards the economic part of Gorbachev's reforms, 
the point of view of the SED leadership, somewhat 
simplified, is the tollowing: “We have already tor the 
most part what they are now striving for in the Soviet 
Union.” To a certain—though not full—extent, that is 
true even now. With the “combine reform” the GDR. 
with respect to the efficient structuring of the “economic 
mechanism” has undoubtedly made more progress than 
the Soviet Union. But in the Soviet Union the economic 
perestrovka has had a development since last year which 
leads to considerable differences relative to the GDR: | 
am thinking here especially ot the law on cooperatives, 
which apparently has led to the creation of a consider- 
able number of “new type” cooperatives. Expansions of 
the private sector of the economy, as they have now 
become possible, or also of the autonomy of the enter- 
prises as in Poland are of course completely outside the 
views which the SED leadership still considers as 
socialism. 


The question arises: since our last symposium have 
changes occurred or new aspects become evident in the 
GDR regarding these points? 


As far as the GDR economic situation discussed in 
points | and 2 is concerned, | would like to refer to the 
statements by Dr Cornelsen in her lecture of yesterday. 
The GDR has undoubtedly made progress in some 
fields, e.g.. n electronics. But the same applies to the 
FRG: like almost all Western industrial countries, it has 
been in an almost uninterrupted upswing phase for 
several vears. The speeches of the GDR politicians, the 
GDR press, but also the politico-economic literature 
take hardly note of this fact. With great probability the 
gap between the efficiency of the FRG and GDR econ- 
omies has not become smaller, but more likely larger. To 
prove the contrary, especially the unemployment in the 
FRG is being pointed out time and again in the GDR. 
But in doing so the fact is withheld that the full employ- 
ment in the GDR 1s based especially on two causes that 
do not apply to the FRG: the considerable decline in the 
total population for 40 years and the considerably lower 
labor productivity. 


The considerable preeminence of the GDR in the East 
Bloc did not diminish at all or only minimally so. | 
consider the opposite more likely. 


As regards the third point, the agreement in the basic 
economic principles, the situation is not uniform, espe- 
cially if we consider not only the Soviet Union but also 
the other countries of “really existing socialism.” All of 
them have in common the statement that all reforms are 
to be achieved only within the framework of socialism. 
But the differences have grown in the interpretation of 
what constitutes socialism. 


As far as the Soviet Union is concerned | have doubts 
whether we are able to detect significant changes during 
the past year. One might think that Gorbachev's 
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enhanced power position provides him with the possi- 
bility tor greater pragmatism. But he will be aware tha 
the opposing forces have not disappeared by any means. 


In my lecture at the 1987 symposium® | pointed out 
that—despite all existing difficulties and tor whatever 
other reasons—the economic situation in the GDR wis 
more favorable than that in the Soviet Union, that here 
it Was not possibile to speak of a “precrisis situation.” as 
Gorbachev did for the Soviet economic situation. In my 
judgment, nothing tundamental has changed in this 
respect even though certain difficulties have intensified 
in the GDR in 1987 and 19838. A perestrovka would be 
necessary in the GDR, too, if the ambitious goals which 
the SED leadership has set tor the GDR economy gre to 
be achieved. such as, ¢.g.. “catching up with” the FRG as 
regards economic efficiency (nothing ts heard now any 
longer of “overtaking.” of which Ulbricht had spoken). 
But this does not mean that without perestrovka a real 
crisis threatening its existence would have to be expected 
in the GDR. 


System-theoretical considerations must have led to the 
conclusion even earlier that the transition trom a cen- 
trally planned and administered system to a “socialist 
market economy.” as it 1s openly sought in Hungary. or 
only to a mixed system with an increased share of market 
economy elements in the long run must also have negia- 
tive effects tor the mass of the working people. This has 
become very evident in 1987 and 1988/89 especially in 
Hungary and in the PRC. (Here | dispense completely 
with the very justified question whether or under what 
conditions such a mixed system can be viable at all.) 


The significant dangers in the transition to a “socialist 
market economy” or to a mixed system lie in the 
following points: 


a. It 1s part of the system elements of a centrally admin- 
istered economy that many of the prices are officially 
set. Theoretical considerations as well as past prac- 
tical experience show that the transition to market 
economy price formation causes many prices to rise. 
In Hungary. the National Bank in early October 1988 
predicted an inflation rate of 17-18 percent for this 
year.” Since a simultaneous and adequate wage and 
Salary increase 1s not possible. the standard of living 
of a large part of the population at first must decline. 
which does not exactly arouse enthusiasm for such 
reforms. The pensioners are most severely affected by 
the price increases since in all countries of really 
existing socialism the old-age and disability pensions 
are very low but also the standard of living of those in 
the work process is also declining. This ts quite 
evident in the present situation in the USSR: The 
Gorbachev reforms were started more than 4 years 
ago, but the standard of living of the Soviet popula- 
tion more likely has worsened during this tine. 
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b. An important aim of the reforms 1s the raising of the 
economy's efficiency, especially raising labor produc- 
uvity. But greater demands are made on those 
working in the economy without it being possible to 
otter them a material improvement even tor that 


c. The increase in labor productivity in many cases may 


lead to release of workers and possibly to unemploy- 
ment. Thus far numerous unprofitable enterprises 
have been kept alive by subsidies trom the state 
budget. After a radical retorm many of them would 
have to be shut down. Deputy Hunganan Premier 
Medgyvessi said some time ago that his government 
expects up to 100,000 unemployed after closing down 
unprofitable enterprises. The high measure of social 
security, which up to now has been a torm of com- 
pensation for the low real incomes, thus will at first be 
reduced by the consequences of a sweeping retorm 


d. This applies especially in the countnes with a centrally 
administered economy to the far oversized bureau- 
cracy. Thus, e.g.. in Bulgaria more than 20.000 mem- 
bers of the state and party bureaucracy are said to 
have been released from the tall of 1987 to May 1988. 
Undoubtedly many of them must be retrained tor 
manual work, which ts unlikely to arouse enthusiasm 
tor restructuring. 


e. The need to straighten out the state budget as a rule 
leads to tax increases and thus directly or indirectly to 
a reduction of the real income. 


f. The opening up of economic fields of activity to 
private persons results in increased differences in 
income and thus arouses feelings of envy. At present 
this 1s especially evident in the i RC. 


zg. These considerations show that. in the long run, 
successes tor the entire population are to be expected 
from retorms, such as those now planned in Hungary, 
but for the short term, at first, material setbacks will 
result for large parts. The transition period may very 
well be a decade. The tact that those transformation 
difficulties can be very great has been demon trated 
very clearly. especially during the last year, in the 
PRC as well as in Hungary. At least part of the causes 
tor the attitude of the SED leadership could be the 
awareness of these difficulties. 


It is all the more important that political reforms are also 
achieved at the same time, Le., that the people are given 
more treedom, more opportunity for selt-determined 
and independent ac..vity, which then represents a mea- 
sure of compensation for material losses. 

3. Political, Social, and Ideological Causes 

The crucial causes for the negative attitude of the GDR. 
in my opinion, lie not in the economic field but in the 
political and social area, of “democratization” and “glas- 
nost.”” According to the official view there exists a well 
functioning social democracy in the GDR. 


In the first place there 1s the fear that the combination of 
economic with sociopolitical reforms must consides ably 
shake the GDR political system. Here one does not even 
have to think of radical reforms such as a multiparty 
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system, the idea alone that to achieve the reforms lie 
tasks of party and state are to be separated is apt to evoxe 
horror with doctrinaire Stalinists. 


On the one hand, this is connected with the ideolozy 
which had been shaped in the Soviet Union by Lenin and 
Stalin, on the other hand with a reduction of the party's 
power position undoubtedly occurring as a result of such 
a delimitation of tasks. In addition. there are the eco- 
nomic difficulties described above. which are to be 
expected during a transformation period which probably 
will be by no means short. 


As I have mentioned earlier, the SED leadership ( Hager) 
as ever speaks of “the political, economic, sociopoliticé |, 
and intellectual-cultura! successes of the GDR. noted by 
friend and foe,” of its “economy that is developing in a 
stable and dynamic manner.” 


The question arises: Do the leading men of the Sr) 
really believe that or 1s that only pretended” None of us 
can answer this question based on exact knowledge. In 
my opinion, the majority of the present holders of the 
central positions of power really still consists 
believers. They always look 1n the first place toward the 
East—that 1s where the supenorty of the GDR enists. 
But when they look at the West they want to see above all 
only the drawbacks. 


In final analysis it 1s decisive that the SED as a result of 


the reforms expects a considerable reduction of the 
leading role of the party in the political-social field. This 
fear has probably been considerably strengthened by the 
latest developments in Hungary and Poland. The expe- 
riences from the history of “really existing socialism” 
show that this fear is not unjustified. In Czechosiovak a 
in 1968 as well as in Hungary the reform efforts started 
in the economic field to expand then with a certain 
inevitability to the political-social field. The same can 
also be noted in the chronological sequence of the 
various stages of the Gorbachev reform plans. Here 
Walter Eucken’s theory of the interdependence of the 
orders is impressively confirmed. 


Similar to the assertions about the economic system, the 
SED leadership claims with no less emphasis that a large 
measure of democracy has been achieved in the GDR. 
Thus Honecker stated in an interview for Belgian jour- 
nalists: “The fundamental right of every citizen to code- 
termination and co-creation is not only firmly embedded 
in Our constitution, it has also long been a social realtiy 
in our country. Evidence of that is the fact alone that 
every third GDR citizen exercises an unpaid state or 
social function.” 


Gorbachev's reform plans have undoubtedly found a 
great deal more sympathy outside the group of leaders, 
since the large majority of the people does not share the 
optimistic view of the successes of the GDR system. 
Proof of that is the extraordinary increase in the number 


of applications for exit permits by GDR citizens and of 


ot 
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actual departures. That also applies to a part of the 
intellectuals in the GDR."” There are also other indica- 
tions that the movement in the countries of really 
existing socialism influences many heads in the GDR— 
but not the heads of the old men in the Politburo who 
determine GDR polic,. As long as they are in power. 
“small steps.” which are to lead to the improvement of 
productivity and efficiency. will indeed be undertaken 
again and again; but changes which are “revolutionary” 
in the Gorbachev sense will not take place in the GDR. 


It is extremely difficult to make predictions. Some 
politicians and writers in the FRG and in other Western 
countries expect a profound change in the GDR fol- 
lowing the exit of the members of this generation, 
because the “pressure from below” would be getting 
stronger. I feel we should be cautious with such predic- 
tions, especially if they cover a short period. Indeed 11 1s 
unlikely that the present system in the GDR will be able 
to hold on over the long term. But there are hardly any 
signs for such a change. 


4. /GDR-USSR Relations/ 


At the conclusion of my 1987 symposium lecture | 
briefly dealt with the effects of the GDR’s deviating 
attitude toward a part of the Soviet reforms. | warned 
against expecting an estrangement between the GDR 
and the Soviet Union because of this attitude. especially 
because the GDR leadership apparently fully agrees with 
Gorbachev on foreign policy. Hardly anything has 
apparently changed 1n this respect either. Some events 
did indicate some annoyances between SED and CPSU. 
Thus, for example. on 19 Nov 88 the Soviet penodical 
SPUTNIK, which ts much read in the GDR. was 
removed from the list of the GDR postal newspaper 
service because “it does not contribute to the strength- 
ening of German-Soviet friendship.” but provides 
“instead distorted articles on history.”'' For the same 
reason five Soviet films were banned tor the GDR. Both 
cases involved “distorted” representations of the 
Stalinist past. 


But such “atmospheric disturbances” should not be 
taken too seriously; they are insignificant in comparison 
with the still existing agreement in the fundamental 
questions of foreign policy. The attitude of the present 
Soviet leadership with respect to the “Brezhnev 
doctrine” has considerably changed, with a lack of 
agreement regarding his reform policy Gorbachev would 
hardly decide on measures such as the invasion of 
Czechoslovakia in 1968. 


In the beginning of his long speech to the Central 
Committee plenum in December 1988 Honecker 
emphasized “the unswerving triendship and firm soli- 
darity”” between the CPSU and the SED. between the 
GDR and the USSR. He said that there 1s an identity of 
views In questions of principle of foreign policy and of 
socialist construction. On the other hand, with funda- 
mental agreement on goals and tasks “the variety of 
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forms and paths of shaping the socialist social order 
continues to grow among the fraternal parties... The 
developments in the world of socialism are more vaned 
than some assumed earlier. Simplified ideas are less 
called tor than ever.” As frequently in the past, Honecker 
emphatically noted that the new society 1s being built 
taking into consideration the conditions of each country 
and that there 1s no model valid for all socialist coun- 
tries. “That would also completely contradict the 
existing conditions and experiences.” 


Thus nothing has changed in the fact that the SED 
leadership for the most part rejects adoption of the 
reforms now under discussion or imp/ementation in the 
L SSR. but sull places maximum importance on the 
continuation of the close allaance with the USSR. In 
foreign policy the SED leadership apparently 1s in full 
agreement with Gorbachev. That is probably more 


important to the Soviet Union than the question of 


whether or not the GDR 1s prepared to adopt all 
domestic policy and economic changes which the Soviet 
L'mion ts striving for. | can only reiterate here this 
opinion expressed by me in 1987. Nothing that has 
happened in the meantime seems to me to speak against 
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(On the other hand, it can be assumed that some of the 
things that happen, that are being thought about and 
planned in the Soviet Union (and even more so in 
Hungary) are not much to the liking of most of the SED 
leadership. One passage in Honecker’s speech—admit- 
tedly the only one—seems to me to point to that opinion. 
The process of restructuring, he said, is of great impor- 
tance for the strengthening of world socialism and the 
safeguarding of peace. But: “In assessing this question 
nobody should permit himself to be diverted by the 
quacking of crazed petit bourgeors who would like to 
rewrite the history of the CPSU and the Soviet Union 
with a bourgeois interpretation. In that they are not 
going to succeed since the Soviet Union in its develop- 
ment since the October Revolution has emerged stronger 
trom all trials.” 


[he economic relations continue to be very important 
tor the relationship between the GDR and the USSR. 
The GDR 1s still the most important supplier, especially 
of capital goods, for the Soviet Union. For this reason, 
too. the alliance retains its great importance. Thus 
during the “working conference” between Gorbachev 
and Honecker in Moscow in September 1988 commit- 
ments were made “concerning the deepening of the 
cooperation in science, technology, and production,” 
which were followed in February 1989 by the signing. 
following a long period of preparation, of a “conception 
of the economic and scientific-technical cooperatica 
between the GDR and the USSR until the year 2000” by 
Gerhard Schuerer and the chairman of the USSR State 
Planning Commission, Maslyukov.'* It laid down “the 
basic directions of the deepening of the division of labor 
between the GDR and the USSR until the turn of the 
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millennium.” The ADN [Allgemeiner Deutscher Nach- 
richtendienst]} report on it also speaks of the “formation 
of joint enterprises. research collectives, and design 
offices.” 


Cooperation in the field of ideology 1s also not omitted 
in such agreements, according to an “exchange of 
opinion and information on current quesuons of 
socialist construction” between the Politburo members 
competent for ideology, Kurt Hager and Vadim 
Medvedev at the end of December 1988 in Moscow. The 
Seventh SED Central Committee plenum, Hager stated 
on that occasion, has vividly demonstrated the link 
between continuity and renewal in the approach of the 
SED to the challenges of the present and future.'* 


5. Growing Differentiation in the “East Bloc” 


The development in the other countries of “really 
existing socialism” during 1987-89 1s characterized by a 
growing differentiation. In the meantime. as a result of 
this development, it 1s no longer possible to speak of a 
uniform economic system and the term “East Bloc.” 
which was realistic for a long ume. has become question- 
able at least under economic aspects. What constitutes a 
socialist economy, the extent to which private initiative 
in it, social pluralism are to be possible. the ideas on 
these questions vary greatly today. 


The same, closely connected with 11, applies to the role of 
the communist party in the various countries. In this 
respect, the development in Poland and Hungary already 
goes considerably beyond the point considered by Gor- 
bachev as “radical reform” for the Soviet Union. In 
Poland as well as in Hungary, what is involved tn this 
connection 1s a multiparty system and social pluralism. 
Of course, the latter 1s by no means guaranteed by the 
formal existence of several parties; that is demonstrated 
by the situation in the GDR in which there exist four 
“friendly” parties in addition to the SED, which, how- 
ever, have only a minimal influence at most at the local 
level. 


In Poland, in addition to the Polish United Workers 
Party there also exist two tolerated noncommunist par- 
tres. which, however, are without influence. But much 
more important was the fact that from the severe polit- 
ical and economic crisis, which started in August 1980 
with the strike at the Gdansk Lenin Shipyard, there 
emerged the independent labor union Solidarnosc under 
the leadership of Lech Walesa (in addition a union of 
farmers and a umon of students). But 1t was banned on 
13 Dec 81 following the proclamation of martial law, but 
it remained active underground. 


Since the beginning of the eighties the attempt has beer 
made to make Poland’s economy more efficient by 
reforms of the planning and control system. With this 
goal in mind, large loans had also been raised in Western 
countries which were, however, spent ineffectively and 
plunged Poland into a severe balance-of-payment crisis. 
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The legislation adopted in 1982 with the aim of 
improving autonomy and self-financing of the state 
enterprises had only slight effect. Since 1987 the supply 
Situation has worsened causing growing unrest in the 
population and numerous strikes. Sociopolitical aspects. 
especially the demand for renewed legalization of Soli- 
darnosc, played an important role in this connection. 


The country’s leadership under Jaruzelski had tor some 
tume expressed its sympathy with Gorbachev's reform 
plans, which was also expressed during the latter's visit 
of several days to Poland in July 1988. But the Polish 
leadership firmly reyected umion pluralism. But it, too. 
had to convince itself that the situation was intolerable. 
Despite strong resistance by the conservative party func- 
uonaries, who were worried about their positions of 
power, lengthy negotiations have been going on since the 
fall of 1988 between state and party leadership. on the 
one hand. and representatives of opposition groups 
including Sohhdarnosc, represented 1.2. by Walesa. on the 
other hand: the latter indicated that they would confine 
themselves to purely labor union tasks in the future. 


While these tough negotiations were going on, which 
repeatedly appeared to break down, but which at the 
time this lecture 1s being completed seem to draw closer 
to success after ail, the Polish parliament at the end of 
December 1988 adopted a number of new economic 
reform laws which go very far in the restructuring of the 
existing system. According to the law on the formation of 
companies, private entrepreneurs who want to establish 
a business in Poland no longer need a permit, they only 
must register. They are permitted to have any number of 
employees, while thus far the maximum was $0. 
According to the law on investments and on the activity 
of foreign firms, citizens of foreign countries may also 
establish a business which can be completely owned by 
foreigners, while thus far more than half of the shares 
had to be in Polish hands. Economic planning by direc- 
tive 18s to be abandoned and replaced by methods 
involving parameters. 


The development in Poland indicated shows that eco- 
nomic reforms without political reforms—and vice 
versa—in countries which originally were Soviet-tvpe 
centrally administered economies, have no prospects for 
success. At present the Polish leadership appears to be 
determined to carry out significant changes in both 
areas. In view of the immense problems facing the 
country, the results achieved therewith will be of great 
public-order-related significance. 


The wealth of the problems also applies to Hungary 
which since 1968—although with long interruptions— 
was leading in the East Bloc with respect to readiness for 
reform. The year 1988 has become of crucial importance 
to the progress of the reforms. Here, too, as was the case 
in Poland, the emphasis of the reforms has shifted to the 
political-social side and, just as in Bulgaria and Czecho- 
slovakia, a change in the political leadership has taken 
place but with another direction. When at the end of 
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May 1988 at the national conference of the Hungarian 
Socialist Workers Party Janosz Kadar., who had led this 
party since 1956. was replaced, a hesitant old communist 
was replaced by a man of a considerably younger gener- 
ation, who was more receptive to far-reaching reforms. 
Six new members entered the Politburo, including Rezso 
Nyers, who is regarded as the father of Hungarian 
economic reform, who was removed from the Politburo 
in 1972 on account of his reformist attitude. and Imre 
Pozsgay. the chairman of the “Patnotic People’s Front.” 
the biggest mass organization in Hungary. who has 
become known because of his amazingly far-reaching 
political demands. Although the position of state presi- 
dent only has essentially representative importance. nev- 
ertheless 11 was symptomatic that in June !|988 a non- 
party natural scientist. the biochemist Bruno Straub. was 
elected to this office. 


But the development since the last few months did not 
stop ai these personnel changes. In mid-July 1988 quite 
far-reaching economic reforms were discussed at the 
first ever public Central Committee session in view of 
the very difficult economic situation, reforms which 
General Secretary Grosz labeled a “renewal of histor- 
ical dimension.” 


Several laws which were adopted in the Hungarian 
parliament in October 1988 indeed represent the max- 
imum of such reforms thus far approved in an East Bloc 
country. In the future, too, the key positions of the 
Hungarian economy are to remain socialist property: but 
considerable room is left in addition to private initiative. 
Hungarian citizens may establish private enterprises 
with a maximum staff of 500; in the past 50 was the 
maximum. Limited lability companies and corporations 
can be established. The number of Hungarian firms 
authorized to be involved in foreign trade was consider- 
ably increased, the state foreign trade monopoly eased. 


All these are measures that lead quite far away from the 
Soviet-type centrally administered economy. But no /ess 
important is the fact that the economic reforms are also 
supplemented or are to be supplemented by far-reaching 
political reforms which go considerably beyond Gor- 
bachev’s ideas on political democratization. The 
demand for political pluralism has been growing louder 
all the time in the Hungarian discussions, whereby 
parliament is to be assigned a considerably more impor- 
tant role than heretofore. Nonparty state President 
Straub, mentioned earlier, stated that “in the long run a 
multiparty system will be necessary” and Deputy Pre- 
mier Medgyessi also said that Hungary 1s on the road to 
a multiparty system. 


The horror can be imagined that must have been aroused 
among communist dogmatists when they read that a 
Politburo member of the Hungarian party, the chairman 
of the official youth organization KISZ [Communist 
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Youth League}, Hamoni, stated: communism is a utopia: 
thus far the road to communism has not been scientifi- 
cally elaborated. “What we consider to be communism 
does not work.” '* 


The political development in Hungary to date is marked 
by a loss of power of the communist party and ils 
leadership. This can be attributed not least to the fact 
that the reforms already started and the decisions taken 
have not led or only partially to the results sought, as 
MSZMP [Hungarian Socialist Workers Party] General 
Secretary Karoly Grosz declared at the Central Com- 
mittee Plenum in February | 989. The party membership 
as well as the public are dissatisfied with the results of 
the period since the party conference. There is a threat of 
friction between economic and political reform pro- 
cesses. “The extreme part of our political adversaries 
does nol want to improve socialism, they want to liqui- 
date it by peaceful means, carry oul a restoration...We 
had to recognize that there 1s a real need in society for 
organized postulating of alternative economic and polit- 
ical interests in the framework of parties. The Politburo 
Says that it would not correspond to our long-term 
political aims if the development of a multiparty system 
would be prevented with political or administrative 
means.” It is remarkable that NEUES DEUTSCHLAND 
of 15 Feb 89 published this speech in detail. 


On 11 Jan 89 the Hungarian parliament adopted a law 
which legalized the establishment o/ parties independen 
of the communist party as well as political, social and 
labor umion groupings. Their activity is to be regulated 
by a separate law on parties. The draft of a new consti- 
tution is already under discussion; in it the leading role 
of the communist party 1s no longer laid down and the 
powers of parliament are to be expanded. 


Since then the political life in Hungary has been marked 
by considerable changes, the revival of old and the 
establishment of new noncommunist parties, not 
without attempts being made by the “conservatives” in 
the communist party to oppose such developments. But 
the power of the reformers seems to be substantially 
greater, particularly since they are also supported by 
Gorbachev, according to the Hungarian Premier Nem- 
eth. Although he strives for pluralism in the Soviet 
Union only within the existing one-party system, he does 
not want to rebuke the Hungarian leadership for its 
decision to introduce a multiparty system.'> In the 
meantime the “Smallholders Party’—formerly the 
strongest bourgeois party of Hungary—and the Social 
Democratic Party of Hungary have already been reacti- 
vated. 


It can be safely assumed that these fundamental political 
changes in Hungary will also have considerable impor- 
tance for the economic reforms. 


For the communist dogmatists in the other East Bloc 
countries all these changes constitute highly disturbing 
and dangerous developments; they go to the heart of 
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“really existing socialism.” The question is how strong 
these counterforces are; and that again depends not least 
on whether and how far the reforms will be accepted by 
the people. 


The extreme contrast to Hungary and Poland can be 
found in Romania whose attitude towards the reform 
plan is adamantly negative. The sharp conflicts which 
have arisen between Romania and Hungary regarding 
the Hunganan minority in Transylvania—a situation 
thus far unheard of between “East Bloc” partner coun- 
tries—demonsirates the dudious nature of the unity 
asserted for it. Moreover, the Hungarian economic 
reforms were also sharply attacked in the Romanian 
party organ.'® But the reason for this criticism of eco- 
nomic facts probably is above all the rejection of the 
political changes 1n Hungary. An absurd specialty of 
Romania is the plan to actually destroy 7000-8000 
villages belonging to the Hungarian and German se'tile- 
ment area. In this connection the plan for agrocities 
surfaced again, which is known from the Khrushchev era 
but has long been dropped there. (ZEIT of 29 Jul 88: “Of 
the 13,000 villages 8,000 are iv be wiped out.”) It is 
typical that the (East) BERLINER ZEITUNG in a 
lengthy article of 20 Jul 88 tried to justify these measures 
as ways to eliminate the differences between urban and 
rural areas and as favoring a “harmonic socioeconomic 
development.” 


The rejection of economic reforms in Romania in par- 
ticular is incomprehensible since the standard of living 
of the people is probably the lowest in the “East Bloc.” 
But Ceausescu during his visit in Moscow in October 
1988 also emphasized in his official speech that “the 
revolutionary process takes place in each country under 
its own conditions and each communist party has the 
responsible duty to understand correctly the laws and 
objective requirements of each stage according to -he 
new achievements of the scientific-technical revolution 
and of human cognition.”'’ In response Gorbachev 
pointed out: the picture of socialism will be shaped by 
the experiences of all socialist countries; successes 
become common achievements, failures become 
common defeats—a clear hint but apparently ignored by 
Ceausescu. 


Not quite clear is the situation in Bulgaria, which at 
umes seemed to have the ambition to become part of the 
leading group of the staunch reformers. Reports as late as 
July 1988 indicated that about 14,000 state emplovees 
were transferred from offices to factories.'* But the 
conservative line seems to have prevailed at the Central 
Committee plenum in July 1988,'° which was mani- 
fested especially by the removal from the Politburo and 
secretariat of the Central Committee of Chudomir 
Aleksandrov, who was regarded as an uncompromising 
reformer and probably successor of the old party and 
state chief Zhivkov. The Bulgarian leadership apparently 
adheres to an economic reform course. 
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In my 1987 symposium lecture | had stated about 
Czechoslovakia that thus far hardly anything had hap- 
pened except for announcements and outlines and that 
the party tended to limit reforms to the economy and to 
put off the implementation of all reforms as much as 
possible. In this respect hardly anything has changed 
thus far even though, especially in 1988, important—and 
contradictory—changes took place in the leadership. 


In October 1988 Czechoslovak Premier Lubomir 
Strougal was replaced after 18 years in office and he also 
lost his seat in the Politburo. That seemed to even 
Strengthen the—anyhow  strong—position of old 
Stalinist and Central Committee Secretary Bilak, for 
even though Strougal was also an old Stalinist, but he 
was regarded as a pragmatist who supported moderate 
reforms. He had announced already in January that the 
reform had “met political obstacles,” which he did not 
want to analyze more precisely.*° Party chief Jakes 
emphasized: the formation and activity of “antisocialist 
political structures” will not be tolerated but faces crim- 
inal prosecution. However, at the end of 1988 Bilak, too, 
lost all his positions. But these personnel changes appar- 
ently have not changed anything on Czechoslovakia’s 
political line. The leadership apparently further tries to 
create the impression that it has an open mind regarding 
economic reform without really doing anything mean- 
ingful about it. It still firmly rejects reforms of the 
political system and the treatment of oppositionists— 
e.g., the writer Vaclav Havel—clearly shows its basically 
continued Stalinist character. Thus we must count 
Czechoslovakia among the group of countries who are 
more negatively than positively disposed towards Gor- 
bachev’s plans after pro-reform beginnings could be 
noted there at times. 


The private rejection of such a system among the people 
of Czechoslovakia obviously increases. Whether or not 
this will entail consequences for the attitude of the CPCZ 
[Czechoslovak Communist Party] leadership will per- 
haps become evident at the next party congress. 
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Disagreement on Foreign Currency Standards 
Discussed 

2400015 la Prague HOSPODARSKE NOVINY in Czech 
No 22, 1989 p 3 


[Roundtable discussion conducted by Miroslav Kana: “ 
Disagreement on Foreign Currency Standards”’} 


[Text] The comprehensive experiment gave rise to a new 
concept—foreign currency standard. The resolution No 
321/1986 of the CSSR Government determined that it 
will be calculated from the long-term average of earnings 
and payments in foreign currencies. This in fact estab- 
lished the share of foreign currency earnings which will 
belong to the enterprise. For those organizations whose 
payments are greater than their earnings, a balance was 
established as a basic indicator—if results are better, the 
total increment of improvement goes to the enterprise. 
The standards were set with the aim of creating incen- 
tives for higher foreign currency earnings. At the begin- 
ning of last year a new foreign currency standard was 
created, called the comprehenisve standard. It now 





JPRS-EER-89-095 
23 August 1989 


applies everywhere with the exception of some experi- 
menting Organizations, where the government resolution 
No 321 was used as a basis. The comprehenisve standard 
is characterized by a minimal levy (an absolute amount 
which the organization 1s obliged in all circumstances to 
turn over to the centralized foreign currency fund), and 
further by the fact that it was established on the basis of 
the yearly plan for export and import. In the opinion of 
some people, this is actually a yearly detailed breakdown 
of the plan with all its subjectivisms. They maintained 
that the new standard is a return to the old practice in 
another guise, which does not provide incentives to the 
enterprises to make better use of foreign currency or to 
take advantage of boom cycles. In the end, the original 
standard was retained for some of the experimenting 
Organizations for this year, and several types of foreign 
currency standard are in effect side by side. However, it 
is not clear what will follow. 


Participating in the round table discussion on foreign 
currency standard were: 


Bedrich Haslinger, director of the foreign currency man- 
agement board of Hedva Moravska Trebova; 


Eng Vlastimil Ocovaj, deputy for economics of the 
Czechoslovak Musical Instruments Hradec Kralove: 


Eng Josef Pancir, Deputy Minister of Foreign Trade of 
the CSSR; 


Doc Eng Frantisek Pavelka, CSs, Deputy Minister of 
Finance of the CSSR: 


Eng Vaclav Petricek, director of the bureau of general 
economic relations of the State Planning Commission; 


Eng Miroslav Tondr, trade deputy of Textilana Liberec. 


[Moderator] “All of you who are here and are engaged in 
production, have made a great effort to enter the com- 
prehensive experiment and thus also to use the new 
method of foreign currency management. Prior to 
entering the comprehensive experiment, you enumer- 
ated all the possible advantages of the new management 
for your organizations in particular, but results are what 
counts.” 


Tondr: “Last year we were successful in exceeding earn- 
ings directed by the standard by Kcs 16 million. We 
spent Kcs 5 million less on total imports than was 
indicated for the foreign currency expenditures included 
in the long-term standaid. We spent more by that 
amount for the considerably ‘more expensive wool and 
also for the import of dyes and chemicals. W: —-vorted 
machinery in the planned amount, but on ~upplier’s 
credit which will become due for the most part in future 
years. Moreover, we paid into the central foreign cur- 
rency fund Kes 3.9 million and we defrayed the 
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increased costs of materials by Ourselves without the 
help of the center. We exceeded our contracts for sup- 
plies to the domestic market by Kcs 176 million in retail 
prices.” 


Haslinger: “Last year we fulfilled not only the export 
quotas to nonsocialist countries but to socialist countries 
as well, we exceeded the deliveries of consumer goods, 
and we turned over to the central foreign currency fund 
more than was directed by the minimum levy.” 


Ocovaj: “In two years we increased our exports to 
nonsocialist countries by almost 43 percent, and our 
earnings increased by 45 percent. The returnability of 
foreign exchange was shortened by 33 days, the effi- 
ciency of exports to nonsocialist countries increased—by 
8 points on the average. We succeeded in lowering our 
direct business expenditures abroad roughly by 24 per- 
cent in two years.” 


Tondr: “Textilana is applying a foreign currency stan- 
dard according to the government resolution No 321 
calculated from a | 0-year average. We are working with 
an effective foreign currency account, and we have an 
agency contract with the foreign trade enterprise. The 
transition was complicated, because all this is a new 
thing. After one year with the help of Centrotex most of 
the problems were solved. Now the standard is func- 
tioning very well.” 


Haslinger: “We have a foreign currency standard 
according to the general document, that is, comprehen- 
isve. It is not ideal, we would prefer the one that 
Textilana has, that is, one with an asset account. In our 
case, too, the transition to the foreign currency standard 
was complicated. Our foreign currency account began to 
function only in December 1988, even though we have 
been in the experiment since | January of that year. 
Compared to the former foreign currency regulations it 
is an improvement, because we are able to decide by 
ourselves what things to import for the activities of the 
enterprise according to the resources we have created.” 


Ocovaj: “The formalities involved in setting up a foreign 
currency account were taken care of very quickly. How- 
ever, we had problems with taking over the claims and 
obligations. Thanks to the standard foreign currency 
quota, it was in our interest to exceed exports to nonso- 
cialist countries, because higher earnings also meant 
more money for us. Because of that, we were able to 
effect some unplanned imports of advanced machinery 
and technologies. That will help us to improve the 
quality of our production and, | think, also sales.” 


Pancir: “In the Ministry of Foreign Trade we think that 
the introduction of foreign currency standards has, 
besides some disadvantages, one enormous advantage. 
We see it in the enforcing of the principle of merit of the 
individual enterprise. Those who are good exporters 
retain their earnings after levy. Previously even the best 
ones did not gain anything from their results, if some 
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were found who were worse and did not fulfill, they 
received a portion of the resources of those who created 
them. Therefore we consider the foreign currency stan- 
dard to be the way to motivate the producer to export 
efficiently and attain the appropriate foreign currency 
result.” 


Pavelka: “We must search for and find new, more 
efficient methods of regulating the management of for- 
eign currency. Export for free currencies is being fulfilled 
as far as the rate of growth is concerned, but every year 
there is a stoppage in earnings counter to the plan. That 
means that we receive money for the exported goods 
later. In the new law on foreign currency a number of the 
elements of foreign currency management that are being 
verified should be conceived on a systemwide basis. We 
do not consider the standards to be the only important 
instrument of controlling the management of foreign 
currencies, but the foreign currency self-financing in 
general. At present, we consider the foreign currency 
standards to be the best way to interlink the interests of 
the center with the interests of the enterprises.” 


Tondr: “The managment of foreign currencies allowed 
our workers, particularly designers, to travel abroad. 
Textiles, that involves fashion which is capricious, and 
we have been detached from foreign markets. In West 
Germany, which is our main outlet, fashion changed 
radically last year. Because of the increasing prices of 
wool some of it was replaced in fabrics by cotton or 
polyester, and fabrics became lighter. Thanks to the fact 
that our designers were there, we caught these trends in 
time. We had time to change our collection, and already 
in the second half of the year we again caught up and 
exceeded our export tasks not only in earnings but also in 
realization.” 


Ocovaj: “People’s interest increased significantly, 
because we managed to introduce the rules in the foreign 
currency area as far as the individual plants. That 
bolstered people’s interest in payment conditions, choice 
of and savings in imports, decisions about whether this 
import is truly effective, whether it will be profitable, 
and so on.” 


[Moderator] “You are in agreement that foreign cur- 
rency standards provide incentives. However, I think 
this will be the last time an agreement is reached, 
because | know that opinions differ as far as the type of 
standard and account 1s concerned.” 


Pancir: “There are indeed different opinions on the type 
and form of foreign currency standard and, of course, the 
account. We are convinced that the standard can func- 
tion equally well without an asset account, if the appro- 
priate production enterprise has the guarantee that the 
means earned by exports anywhere can be converted 
anytime for the appropriate foreign currency. The 
increase in exports was higher than in previous years, 
and the introduction of foreign currency standards cer- 
tainly also deserves some credit for it. But what kind of 
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standard is involved is not essential. What is essential is 
that for the future the production enterprise has, if 
possible, a currency standard established on a long-term 
basis, that means, for 5 years at least, and a firm 
minimum foreign currency levy.” 


Petricek: “It would not be right for us to discuss only one 
type of foreign currency standard. At present, several 
systems of planning and directing of external economic 
relations are Operating alongside each other. On the one 
hand, there is the system which stems from the govern- 
ment resolutioi. No 321 on the comprehensive experi- 
ment, and then there is the new, now being verified, 
system of standards based on earnings and payments, 
minimum levies and maximum subsidies. It will be very 
complicated to generalize the experiences from the com- 
prehensive experiment for the entire national economy, 
because we have roughly one third of organizations 
which have higher earnings from nonsocialist countries 
than payments, and that is where you, who work in the 
experiment, belong, and then we have two thirds of 
production organizations whose relationship to foreign 
trade is entirely the reverse—deficit. And for those 
obviously different rules must apply.” 


Tondr: But these discussions are very important for us, 
because there were and are tendencies to introduce the 
comprehenisve standard and minimum levies every- 
where. The foreign currency self-financing changed the 
behavior of people here, these problems atfected them. 
The import commission used to be purely formal in the 
past. At present it is basically an enterprise agency, 
where decisions are made not only about how we shall 
obtain foreign currency means from earnings, but also 
about how we shall spend them. People began to show 
entrepreneurial capabilities which nobody previously 
dreamed they had. The reason why they behave that way 
rests in the type of standard. You said that the type of 
standard is not so important. It is absolutely basic.“ 


Petricek: “For the Ninth 5-Year Plan, we obviously 
cannot count with only one type of foreign currency 
standard. On the one hand we have a request, perhaps 
from Textilana or Czechoslovak Musical Instruments, to 
be able to continue using the established type of stan- 
dard, and on the other hand there are organizations 
which cannot apply this type of standard in any instance. 
In external economic relations we shall have to count 
with a differentiated, individualized type of standard for 
the Ninth 5-Year Plan as well. We cannot leave the 
payment liquidity of the state in free currencies to 
chance, and to ensure it we must have appropriate 
economic instruments, direct as well as indirect.” 


[Moderator] “But the production representatives who 
are present here insist that their type of foreign currency 
standard led to a higher income in foreign currency in 
contrast to the comprehenisve standard tried this year.” 
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Petricek: “Yes, but that type of standard could be 
applied at most in one third of the organizations. That 
will not guarantee an Overall liquidity in our economy 
which is very import intensive. That is the basic 
problem.” 


{Moderator] “If one third of the organizations become 
well motivated to have an interest in higher foreign 
currency earnings, that wall benefit everyone. If that 
motivation 1s spoiled, then the foreign currency earnings 
will be more likely to decline. And what about the rest, 
what is the situation in other organizations?” 


Pancir: ““A number of experimenting organizations do 
not have an asset account, but their results are equally 
good, tor example Jablonec Costume Jewelry and Crys- 


talex. One cannot generalize from only a sample of 


enterprises.” 


Ocovaj: “In many cases organizations do not know what 
an effective foreign currency account actually means for 
them. It is a matter of only a short time before those who 
would be motivated in their acuvities by this account 
will come ind demand it.” 


Tondr: “Payments, which come directly from abroad to 
our foreign currency account at the commercial bank, 
are substantially quicker than those going through the 
intermediary of the foreign trade enterprise. The differ- 
ence can amount even to several weeks, during which the 
foreign currency means are basically administratively 
idle, and nobody can make use of them. An effective 
account means substantially faster circulation of foreign 
currency.” 


[Moderator] “As we hear, the enterprises here repre- 
sented—and | know that not only they—will not be 
particularly interested in a claims account, because there 
is nO guarantee that they will receive the foreign currency 
when they need it. Obviously under the impression that 
in the past claims accounts did not prove very satisfac- 
tory and the enterprises did not have the assurance that 
they will in fact get the foreign currency from it: that 
appeared also in our newspapers.” 


Petricek: ““The name claims account has been somewhat 
denigrated during the past period. In the next period we 
cannot allow the resources in the claims account to be 
blocked, as long as there is not some extraordinary 
occurrence, such as for example a significant foreign 
currency imbalance or a very poor harvest.” 


[Moderator] What does the draft law on foreign currency 
say in this connection?” 


Ocovej: “The draft law does not solve a number of 


matters which would be of interest especially to those 
organizations which have effective foreign currency asset 
accounts Or a right to engage in foreign trade. It does not 
react to a number of new realities.” 


28 


ECONOMIC 


Pavelka: “The draft really does not work out a number of 
things, in the end it is a draft of principles, not law. We 
are holding discussions with the state bank on whether to 
make use of effective foreign currency accounts which 
are very efficient from the short-term point of view. The 
enterprises have the assurance that they have the foreign 
currency in hand, that they can use it according to their 
discretion. They have negative experiences from the past 
with claims accounts and memorandum accounts, but 
according to Our Opimion they will be better in the long 
term because of the free convertibility of the koruna. As 
long as the enterprises will make an effort to obtain asset 
accounts, obviously nobody will urge something else on 
them. The law on foreign currency also tends to preter 
asset accounts to claims accounts. As long as they prove 
to be more effective from the long-term point of view, we 
shall not oppose them. 


{Moderator} “There is disagreement also in the opinions 
on the construction of the foreign currency standard. 
Whether to create it according to prices quoted as “all 
charges prepaid to border,” or according to trade parity, 
where direct business costs abroad are included.” 


Pancir: “On the basis of prices “all charges prepaid to 
border.“ The means for direct business costs are to be 
taken care of by the organization which concludes the 
contract abroad. They include commission, shipping, 
insurance and other costs, and they represent more than 
10 percent of the foreign trade turnover, that 1s, about 
Kes 14 billion. If we want to incorporate our transpor- 
tation and insurance efficiently into the international 
division of labor, then we should actually concentrate 
part of the foreign currency earnings created by direct 
business costs into a resource for our transporation, 
insurance, and other organizations which provide ser- 
vices, SO as to give them opportunity to be effective on 
the international markets. After all, we want to sell goods 
to the customer as directly as possible, and thus gain 
more foreign currency for this repubuc. But in that case 
the goods must be transported by our railways and our 
trucks, and not by foreign shipping and other companies 
for payment as is being done too often at present.” 


Petricek: ““Whether to plan foreign prices on the basis of 
“all charges prepaid to border™ or on the basis of trade 
parity, depends minimally on what method of economic 
and organizational linkage between production and for- 
eign trade will be chosen. Even in the Ninth 5-year Plan, 
there will exist side by side the classic foreign trade 
enterprises and the production which will maintain an 
appropriate contact with them, and production organi- 
zations which will carry on foreign trade activities on 
their own. The structure of relations between production 
and foreign trade will vary between them. That does not 
mean, however, that we could not set ourselves the task 
of ensuring equality between production and foreign 
trade. | see equality, for example, in having production 
and the appropriate foreign trade enterprise negotiate 
the amount of direct business costs abroad.” 
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Pancir: ““Nowhere in the world does the producer, as 
long as he does not export on his own, handle the direct 
business expenses abroad. That is always a matter tor 
those who conclude the agreement with a foreign 
partner. In our country, transportation accounts tor 
almost half of the direct business expenses abroad. It is 
seemingly an expenditure in korunas, but only seem- 
ingly, because in foreign currency accounting Czechoslo- 
vukia in the end must pay in foreign currency. In the case 
of standards based on trade parity we lose this foreign 
currency resource. We do not make use of our own 
tranport facilities, for whom the direct business expen- 
ditures are a resource enabling them to purchase ships, 
special freight cars, automobiles. During the past 10 
years it has been evident that we have become accus- 
tomed to selling—it being the simplest way—goods at 
prices “all charges prepaid to border and to make no 
effort to sell at prices f.0.b. or to make use of our own 
insurance, etc.” 


Ocovey: “To begin with, nowhere in the world is foreign 
trade detached from production. And then the organiza- 
tion of services can be done through economic instru- 
ments and not by redistribution of resources. What kind 
of incentive does Cechofracht, for example, have to be 
interested in selling its services On foreign markets when 
it receives foreign Currency allocations?” 


Tondr: “Direct business costs—here they consist to 
almost 99 percent of commissions to foreign representa- 
tives, plus a little transportation cost, because almost 
everything is transported by Cechofracht—we do not 
have it in the allocation and Centrotex burdens us with 
expenditures calculated in korunas. In the case of busi- 
ness expenditures in foreign currency, we want to resolve 
a problem about which we have been talking with 
Centrotex for decades. For the commission is the same 
regardless of what the representative sells for, and is 5 
percent of the receipts. This uniform commission is paid 
out without regard to the effectiveness of the export. In 
practice this had the effect that the textile industry 
manufactured mass-produced goods which gave volume. 
The representatives are not particularly interested in 
exporting fashionable goods which bring higher prices 
but which are commerially more demanding, they have 
no incentive to do so and they pay no attention to prices. 
For that reason we want to push through a differentiated 
commission contingent on price. That cannot be done as 
long as the standard is based on prices “all charges 
prepaid to border” and not on the basis of trade parity.” 


Ocovej: “The means for the defrayment of direct busi- 
ness expenditures are an important resource in redistri- 
bution, as are business deductions or sums for trade risks 
of foreign trade organizations. In principle these 
resources are created at the expense of production orga- 
nizations, because they influence the price “all charges 
prepaid to border, the purchase price, and ultimately 
even their foreign Currency requirements.” 


ECONOMIC 


[Moderator] “Everybody certainly is right in his own 
way. Expenditures for a product cease only when it 1s 
delivered to the customer. If the forey,a currency stan- 
dard 1s set according to prices quoted as “all charges 
prepaid to border,” the responsibility tor direct business 
costs abroad, their calculation, and effective savings 
belong to the exporting organization. But the producer 
knows little about these costs and has no possibility of 
influencing them. If the relationship between production 
and foreign trade is to be a partnership, and we are 
Striving for that, it is necessary tor both sides tu search 
together for optimum ways to sell products, and there- 
tore also to manage direct business expenses abroad. The 
producer certainly can help to optimize them, tor 
example by proper packaging or by meeting delivery 
terms. Then a higher price will be obtained. But let us go 
back to one point. You said, comrade deputy, that the 
standard also has disadvantages. What are they; and are 
they solvable?” 


Pancir: “The standard has one enormous disadvan- 
tage—it creates dependency on exports even in such 
cases where it is not in the national interest to export. 
After all, we should gradually search for a system under 
which we would export products processed to the max- 
imum degree and not give preference to exporting raw 
materials, simple or semifinished products but rather 
export final products.” 


{Moderator} “I can see a basic problem here in the fact 
that a subcontractor—and it does not surprise us—looks 
out for himself first, because the higher efficiency of 
export does not get him anything. And that applies to all 
types of the standard.” 


Pancir: “But, for example Clothing Industry Prostejov 
exports one kilogram of products roughly with double 
the efficiency of the export of textiles. It is, however, 
dependent on whether the wool and cotton suppliers 
provide it with the raw materials. If they will want to 
export them themselves, thanks to the favorable stan- 
dard, in order to equip themselves with machinery, it 
will mean giving preference to exporting semifinished 
products over final products.” 


Haslinger: “Clothing Industry Prostejov certainly 
exports clothing made from our textiles efficiently, but 
the participation in export of enterprises engaged in 
primary processing has not been methodically resolved. 
Then we would not perhaps have to actually export our 
products in worse price relations than the ready-to-wear 
clothing industry.” 


Pancir: “We must find a system which would enable the 
subcontractor to obtain foreign currency without 
exporting directly.” 


Pavelka: “The problem of how to motivate subcontrac- 
tors when they support efficient exporting but get 
nothing out of it themselves exists. Until we reach a 
certain degree of currency convertibility, the ministry of 
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finance does not see an economic solution. There have 
already been various attempts—splitting of earnings, 
sharing of receipts, transfers, but they did not work out 
very well. We would not like to see in our economy a 
development of selling and buying goods for foreign 
currency. We shall fight hard against that. Those who do 
not value their own currency, do not strengthen it, have 
no chance to succeed in the world economy.” 


Pancir: “But | think that some things will be sold for 
foreign currency here. Take again Clothing Industry 
Prosteyov. Through supplier-consumer relations they are 
assured of a certain volume of textiles and they will want 
to increase their export. For the higher foreign currency 
earnings they should purchase more textiles on the 
domestic market, without the subcontractor having to 
export them.” 


Pavelka: “That will drive us into indebtedness.” 


Pancir: “That is not indebtedness. Basically, the idea 1s 
to obtain an absolute increase of foreign currency for the 
economy, which we shall achieve by exporting products 
with a higher per kilogram price. The final processor 
must give part of his carnings to the textile supplier so 
that he can buy raw materials and other things. That 
must inevitably come to pass, since a foreign currency 
market does not exist. A limited foreign currency market 
based on supply and demand 1s also problematical. The 
hunger for foreign currency permits its owner to sell for 
substantially higher price than the rate of exchange and 
in this way then what 1s basically inflation enters the 
production process when production costs immediately 
rise. In the transitional period it will therefore be neces- 
sary to expect some sales for foreign currency between 
the final processor and the subcontractor. Otherwise 
materials would be exported and not the more efficient 
final products.” 


Petricek: “In my opinion the most complicated matter in 
formulating future principles of directing and planning 
foreign trade 1s establishing the division of authority and 
responsibility between the center and the economic 
organizations.” 


Pavelka: “In designing the foreign currency standards, 
the ministries of finance above all keep in mind a 
long-range task: It is to create conditions for a gradual 
introduction of an external convertability of the cur- 
rency directed by the state and for a transition to a 
uniform flexible rate of exchange. It is precisely the use 
of standards, or the broadening of the authority of the 
enterprises to manage the foreign currency which they 
earn, which is one of the important ways that can help to 
open the economy. It can help it to become competitive, 
and on that basis we can gradually achieve the convert- 
ability of the koruna. Then the system of foreign cur- 
rency standards will have no basis for existence.” 


ECONOMIC 


{Moderator] “Besides the reservations about the low 
motivating influence of the comprehenisve foreign cur- 
rency standard we can hear another reservation: it ts 
short-term. It is established on the basis of the yearly 
plan and according to everything for one year, which 
contradicts the principles of restructuring that generally 
support the long term.” 


Tondr: “It is important that the standard be long-term 
because then the factory can plan for the future. A 
short-term type of standard, as it was established across 
the board for enterprises on | January 1989, does not 
permit that. If we know what our tasks are up to the end 
of the 5-year plan and know the standard, we can order 
machinery way ahead of time and we know that we can 
afford it. The moment the standard tor the factory ts 
changed, they stop believing in it. People have clear 
ideas about what machinery they will purchase in the 
next 5-year plan. They know they will earn the money for 
it, and they know how. Trust 1s essential.” 


Pancir: “You are right, we should not break people's 
trust. But | do not think that standards will be valid ad 
infinitum. We consider them to be a transitional matter. 
The correct thing would be to give all of our entities the 
opportunity to consider whether to buy on the domestic 
market or from a socialist or a nonsocialist Country, as 
long as they have the desire and the means to link up 
with the international division of labor.” 


Petricek: “A foreign currency standard is not a panacea. 
I agree that the basic principle for the Ninth 5-Year Plan 
should be the long-term nature of the standard. 
According to my mind we should establish its validity tor 
a 5-year period. But we also must work with greater 
speed on formulating by 1990 the kind of financial- 
economic instruments of foreign trade that will follow 
the foreign currency standards.” 


Ocove): “I must say in support of colleague Tondr, that 
the type of foreign currency standard is very significant 
for the organizations. It is important especially for 
providing incentives for that one third of organizations 
which have interest in exporting and prove it by their 
active balance with nonsocialist countries. By setting the 
foreign currency standard actually on the basis of the 
specifications of the plan and moreover with a firm 
minimum levy, we shall not especially enhance their 
motivation. A minimum levy | can understand in case of 
organizations which have no interest in exporting to 
areas with free currencies and which we wish to 
somehow force to do so.” 


Tondr: “As long as the standard for the next 5-year plan 
is set according to detailed export tasks and import 
limits, then it will become obvious that the CSR Min- 
istry Of Industry will take a look, when detailing the 
indicators which will become the starting point tor 
calculating the new type of standard, at our results to 
date. If we show by the year 1990 that we greatly 
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exceeded exports because of the incentives which we 
have discussed here, then it will not be good, because we 
shall be given that as a task in the plan—and where are 
the incentives?” 


Haslinger: “Like comrade Tondr, | am afraid of the 
specifications of the plan according to the results of the 
past year. We have a production base depreciated at 67 
percent. If we wish to increase our export capabilities, 
that will mean investing considerable means in a rela- 
tively short time. And will the new standard allow us to 
do that?” 


Ocovey: “The law on state enterprise talks about foreign 
currency self-financing. But that is really financing by 
foreign currency. Foreign currencies are financial means 
in free currency. In the standard, which is formulated on 
the basis of prices “all charges prepaid to border,”* we are 
not talking about foreign currency accounts but about 
memorandum accounts of foreign currency claims. That 
is the exact word precisely for the comprehenisve stan- 
dard introduced this year in most organizations. | see a 
tundamental problem tn this.” 


Pavelka: “It is rather difficult to set up an across- 
the-board standard because each enterprise is in a dif- 
ferent position in relation to foreign trade. There are 
prominent exporters and prominent importers, but there 
are also enterprises that do not export. For that reason 
we shall not be able. obviously, to go to uniform stan- 
dards, even though that would be quite ideal.” 


Ocovey: “But then it will not work evea with the com- 
prehenisve foreign currency standard introduced almost 
everywhere this year. An organization must retain the 
possibility to decide, if 1t has an active balance, whether 
to establish an effective account. On what basis should 
the foreign currency standard be established for next 
vear and for the Ninth 5-Year Plan?” 


Pavelka: “Obviously. we shall have to continue to use the 
plan as the point of departure. We all feel a little 
uncertain about the specifications in the plan. In my 
opinion, it should not exist in the traditiona! sense of the 
word.” 


[Moderator] “And will it not exist?” 


Petricek: “The unequivocal task for the Ninth 5-Year 
Plan ts to establish the standards on a long-term basis. In 
no case should we allow a return to a directive planning 
of export and import. The planning of the Ninth 5-Year 
Plan could be characterized as a transition from the 
directive planning of export and import to a normative 
planning of the ratio between earnings and payments in 
departments and in economic organizations.” 


ECONOMIC 


Pavelka: “The draft law on macroeconomic planning 
assumes that plans will not be constructed at all at the 
departmental level. We shall go the other way, starting 
with the valid standard, and the enterprise itself should 
show what it is capable of exporting during the 5-vear 
plan under this standard.” 


Haslinger: “What will be the specifications of the 
standard?” 


Pancir: “As far as possible, the standard should not be 
changed, and we shall want the enterprises to say on the 
basis of this standard how much export they can achieve 
in the Ninth 5-Year Plan. We should enter into this only 
if it becomes obvious thai the department 1s not able to 
fulfill the directive for the Ninth 5-Year Plan as far as the 
balance of trade and payment is concerned. The branch 
ministries should take a similar approach. We cannot 
Start detailing tasks again, that would be a return to 
directive planning, and we should not allow that.” 


Petricek: “I concur with that. The best of standards, if we 
allow departments to freely specify tasks, can be spoiled. 
The structure of the Ninth 5-Year Plan will not be based 
on directively specified export and import. It will be 
based on the stability of foreign currency standards. That 
is a fundamental change.” 


Tondr: “If | were today in an enterprise that 1s working 
with a comprehenisve standard valid for this year, 
derived from yearly tasks, | would overinvest in foreign 
currency. We shall purchase machinery for long-term 
supplier's credit, because the established high import 
will be cluded as import in the plan. For the time being 
factories are still only finding their way in this, but they 
will very quickly realize that the point is to order the 
maximum from abroad at this time. What will the 
central foreign currency fund ¢o then? The commercial 
bank will not be able to keep 97. eye on all this.” 


Pavelka: “I will turn this around. What will the enter- 
prises do when they incur so much debt? That 1s their 
problem, not the center's.” 


Tondr: “But they are led to this by the fact that the 
comprehenisve standard 1s based on the annual plan.” 


Haslinger: “We have a standard that 1s based on the 
document, but nowhere in the rules does it say that it will 
be valid for a longer time, on the contrary, it is calculated 
for each year separately. Now the question arises how the 
standard will be calculated for us, say not for 1990 but 
for the Ninth 5-Year Plan. Based on what?” 


Petricek: “We took a relatively big step already this year 
toward value planning, that means earnings and pay- 
ments. In my opimon, for 1990 and the Ninth 5-Year 
Plan the type of foreign currency standard which is being 
roughly verified this year should be applied. It should be 
modified according to experiences. We should limit the 
importance of material imports and exports in the plan 
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for foreign trade even more, and furthermore we would 
like to limit also the extent of the central foreign cur- 
rency fund and provide more space for foreign currency 
self-financing.” 


Ocovej: “A long-term standard established on the basis 
of trade parity is fundamental for us. | tend to think that 
the standards for the Ninth 5-Year Plan should remain 
as they were established. After all, the state has other 
economic instruments with which it can get us where it 
wants us—duties, rates, and others. After all, the center 
wants to give up the absolute directive decisionmaking 
down to the lowest links. But the minimum levy is very 
close to that.” 


[Moderator] “Toward the end of last year we published 
several articles from the experimenting organizations on 
the subject of the foreign currency standard. The authors 
agreed that the change in foreign currency management 
has no parallel, and they expressed the opinion that 
changes are not desirable. The way to an optimum 
method of management and planning of external eco- 
nomic relations, as in fact the entire restructuring, will 
not be simple. The positive results of foreign currency 
management by the experimenting oranizations must be 
taken seriously. However, the question is whether the 
foreign currency standard of the experiment can be used 
for all organizations. All questions of the foreign cur- 
rency standard must be promptly judged and evaluated, 
so that in the next year a unified system of managing and 
planning external economic relations can be put in place. 
Some new elements of management, however, will still 
have to be verified, and therefore it is necessary to expect 
experiments even for the period of the Ninth 5-Year 
Plan. The most difficult thing is to determine the correct 
division of authority and responsibility between the 
center and the economic organizations. In order to 
ensure an equable balance of payments the center will 
obviously have to retain some direct instruments. But 
they must not hamstring the self-financing of the pro- 
duction enterprises. Otherwise we shall not achieve 
either greater independence of the enterprises or an 
suitable foreign currency balance for the state; the past 
has taught us that. 


Hidden Problems of Management Discussed 
2400015 7c¢ Prague SIGNAL in Czech No 5, 1989 p 2 


{Article by Stanislav Motl: “Captains on a Stormy Sea”’] 


[Text] Listen to a story which occurred quite recently. A 
journalist came to see the director of a certain industrial 
enterprise. No sooner did he sit down in a chair than he 
noticed an unusually worried look in the director’s face. 
So he asked what troubled him so much. 


“Ah...” the director said with a wave of his hand, “Il am 
trying to get hold of some facing tiles.” 


“Facing tiles? For yourself?” 


ECONOMIC 


“Not at all,” he says, “it’s all so awfully complicated.” 
And then he began telling the story. 


The enterprise he directs 1s a prosperous one. It is 
engaged in engineering production, it experiments, and, 
just like everywhere else, its workers are worried about 
having enough raw materials and supplies and thus being 
able to make good money. 


But here, too, the stumbling block is supplier-customer 
relations. “One of our suppliers,” says the director, 
“sends us an important type of material. It is a seemingly 
negligible item but we cannot do without it. But now our 
partner occasionally interrupts the supply; he has other, 
more important and possibly government-monitored 
customers. But what are we supposed to do? And just 
before the end of the year? Our people cannot work and 
it may be reflected in their earnings. We must assure 
them work by whatever means available, work that 1s 
required of us... 


Believe it or not, thus director remembered that at a party 
some time ago the wife of a colleague from a partner 
enterprise compliined that she and her husband were 
vainly searching for a certain type of facing tile which 
was in short supply. So what did the protagonist of this 
story do? He spent long hours, together with a few fellow 
workers, making the telephone lines hot in search of the 
facing tiles. Why? He thought that he would thereby 
bring joy to the wife of the other director, who would 
then influence her husband to give him preferential 
supply. But of course the other director could not do thai 
by himself but rather with the help of certain organiza- 
tional and other measures requiring, as is often the case, 
extra effort and increased human energy. Ultimately the 
first director managed to get hold of the facing tiles. | 
have trouble believing that just this particular item 
meant a turn for the better in the enterprise. The fact 
however is that the employees here met the plan target 
and even earned bonuses... 


It is an abnormal situation. Abnormal, because the 
supplier-customer relations in our national economy are 
frequently abnormal. Sometimes we compare these rela- 
tions, perhaps with a certain dose of exaggeration, to the 
jungle. They are often dominated by preferential treat- 
ment, unhealthy relationships and, let us be honest, 
sometimes by bribery. 


| remembered all this a few days ago, at an aktiv in Novy 
Jicin which was a meeting of party, economic and trade 
union functionaries, members of work collective councils 
and National Front functionaries of the North Moravian 
kraj. 


They were addressed by Federal Government chairman 
Ladislav Adamec who mentioned, among other things, 
hindrances to speedy progress in the current restructuring 
process. He spoke about the impediments, among them 
serious shortcomings in supplier-customer relations. 
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It is literally a vitai need for us to eliminate as quickly as 
possible the loss of time and speed: we must in the 
shortest possible ume overcome manifestations of stag- 
nation and sluggishness. Should we fail in this, the entire 
national economy will pay the price. Indeed, we all will 
pay for it. 


It is not an exaggeration to say that inc this context a 
historic role falls to middle management—that is, direc- 
tors of industrial enterprises and plants whom we some- 
times dub the captains of industry. In Novy Jicin 
Ladislav Adamec rightly paid a great deal of attention to 
them. 


From the directors we demand new initiative, new 
approaches, organizational and other abilities. Yet the 
present-day director occupies a very difficult position. 
Frequently he bumps up against a multitude of different 
restricuuons and proscriptions; he may not always be able 
to rely on help from the center; he must spend a great 
deal of energy on resolving problems which make life 
difficult not only for him but also for the enterprise 
which he directs. And herve | am not even thinking of the 
facing tiles story... 


A director who really wants to do a good job is not 
infrequently faced with very difficult situations. 


This theme, too, was picked up by Ladislav Adamec: “...1 
don’t want to suggest that enterprises displaying initia- 
tive find the doors open to them everywhere, get a green 
light to proceed and always meet with full under- 
standing. The fact, however, 1s that those who know what 
they want and are able to defend their case ultimately 
manage to assert themselves. In this connection one 
sometimes refers to unusually favorable circumstances, 
good contacts and this sort of thing. Also involved here 
may be misunderstanding, envy, and the like. The more 
it iS necessary to give political and moral support to all 
those who do not lack courage to press for new technical 
solutions, offer proof of the advantages of socialist 
enterprise, are unafraid to take a risk while at the same 
time proving in practice their ability to raise production 
effectiveness, lift up the overall level of work col- 
lectives...” 


I dare say, and I’m not alone, that there 1s a whole large 
army of directors of a different kind. And it is not very 
surprising that they exist. This was conditioned by the 
time in which we until recently lived: a time dominated 
by cautiousness, inertia and excuses.... The directors 
about whom we are talking now have largely adopted the 
deeply entrenched method of fulfilling the plan at any 
cost, regardless of the costs, real needs of the market, 
specific requirements of the purchasers and customers. 
This includes the production of unneeded goods for the 
warehouse. Also, the waste of values through poor- 
quality, technically obsolescent yet overpriced and inef- 
fective products. And then we must cite the fact that the 
illiquidity of our enterprises has reached a truly alarming 
sum—-45 billion korunas. 


ECONOMIC 


Some directors have chosen the path of various explana- 
tions. They seek excuses, find objective causes, com- 
plain. 


But there are also other cases. And more than a few, 
thank God. Let me digress for a moment... Following the 
aforementioned aktiv late in the evening | met with Eng 
Jaroslav Holy, director of Tonak in Novy Jicin. The 
enterprise which he directs has brought the state | billion 
korunas in foreign currency over a |0-year period. But 
people here work on unsuitable and obsolete machinery. 
Eng Holy told me, among other things: “Should we 
continue only to use the excuse of obsolete machinery...? 
No, this won’t help. We must fulfill the plan, and no one 
will excuse us from that. So we are searching for new 
ways. Considering that we have already become a state 
enterprise with a degree of independence, we have begun 
to create our own development fund where we also 
should find the means for a modernization. Other mea- 
sures include raising the quality of management in all 
areas, supporting human inventiveness...” 


In this context one might well recall Comrade Adamec’s 
words about the new type of director's personality. The 
emphasis shifts to professionalism, prudence, concentra- 
tion, awareness of personal responsibility, a high culture 
of interpersonal relations, ability to conduct fruitful 
discussions and act in a democratic manner. 


We must have such directors, as many as possible—for 
only in this way can we get out of the blind alley of a 
command economy, of management by administrative 
direction and embark on the road of intensification, 
independence, self-financing, self-management and a 
more active utilization of value instruments. 


In the struggle for an economic balance it is the directors 
who play one of the decisive roles. But important parts, 
including responsibility, must be assigned also to offi- 
cials of the ministries and other central organs. For 
otherwise such as the unhappy supplier-consumer rela- 
tions will continue to be a jungle replete even with 
tragicomical stories, as long as there is no decisive 
intervention, as we call it, from above. 


And it may be then that a journalist will no longer 
witness an absurd situation when in an effort to secure 
supplies and thus work for his people the director of an 
engineering enterprise goes out to search for facing tiles... 
Of course I do not mean to belittle the whole affair, only 
recall the old saw that everything is connected with 
everything else and that what seem to be small things 
amount in their sum to a great whole. 


The struggle with stagnation in our economy goes on. 
And it will not be without its risks. Should we take risks 
or not? This question frequently faces—often justifiably, 
given their experrence—the directors of enterprises and 
factories. An answer may be in Ladislav Adamec’s words 
spoken in Novy Jicin: “The government is not in a 
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position to promise everything to the economic man- 
agers, nor guarantee everything to them. This I say 
openly and in full awareness of my responsibility. To say 
otherwise would be neither honest nor sincere. Yet, there 
is One certainty | want to give all captains of the industry: 
All those who in the interest of society, our economy, the 
enterprise’s and its working collective’s future prospects 
will be able and willing to take a risk, to press for the 
new, modernize both production and management, mea- 
sure up to the competition of the most advanced com- 
panies, all those will have our support—political, eco- 
nomic, as well as moral.” 


HUNGARY 


Rules Governing Foreign Exchange Revised 
250003766 Budapest NEPSZABADSAG in Hungarian 
15 Jul 89 p 7 


[Text] Only a terse statement was issued after the govern- 
ment’s Thursday meeting. For this reason State Secretary 
for Finance Peter Kunos yesterday provided details con- 
cerning rule changes regarding foreign exchange manage- 
ment by the populace. In his introductory remarks Kunos 
described the events that had prompted the government to 
take this step. During the first half of this year foreign 
exchange tellers handed out $475 million for purposes of 
tourism. Although foreign exchange revenues from 
tourism have increased by 16 percent, expenses have 
exceeded revenues by $330 million. 


The government sought a solution to stop the deteriora- 
tion of the foreign exchange balance. This could be 
achieved either by liberalizing the rules or by making the 
rules more stringent. The government chose to liberalize 
the rules because such measures are more consistent with 
the global passport, and because stringent rules cap 
easily be circumvented. 


As we reported yesterday, the decision provides for a 
single, uniform foreign exchange account beginning on | 
September. Citizens may deposit their foreign exchange 
into such accounts without being questioned about its 
source. The number of authorized sources from which 
foreign exchange may be received and deposited to the 
foreign exchange account has been increased by three: 
money gifts received from abroad—heretofore these 
were credited only in forints—winnings from the Austro- 
Hungarian joint lottery, and value added taxes refunded 
after purchases abroad. 


Credits to foreign exchange accounts will generally be at 
the rate of 100 percent. Foreign inheritances, foreign 
pensions, alimony payments, fees collected from fore zn 
real estate rentals and sales, and income derived from art 
collecting will constitute exceptions. Only 50 percent of 
such income may be deposited in foreign exchange 
accounts. The rule stating that 20 percent of income 
derived from employment abroad must be transferred to 
Hungary will probably be discontinued. 
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After | September the utilization of convertible foreign 
exchange will not depend on the time period in which the 
money was in the bank. Unlimited amounts may be 
spent in stores which accept dollars, provided that it can 
be verified that the foreign exchange was withdrawn 
from an account. Such stores may serve Customers 
paying with foreign exchange acquired through means 
other than account withdrawals, but only up to 4,000 
forints per person. 


Citizens continue to be allowed to carry on them no 
more than 4,000 forints worth of foreign exchange. Any 
amount of foreign exchange in excess of that level, e.g. 
tips or gifts received, must be deposited in a foreiga 
exchange account within 8 days. This requirement is 
necessitated even more so by the fact that foreign 
exchange amounting to more than the equivalent value 
of 4,000 forints can be taken out of Hungary only with 
special permission. Kunos stressed, however, that per- 
sons desiring to do so may deposit their foreign exchange 
in anonymous accounts, similar to forint deposits in 
Savings accounts. 


Responding to questions, leading Ministry of Finance 
officials told reporters that they do not intend to expand 
the network of shops and stores which accept dollars. 
They continue to be concerned about the evolution of a 
dual foreign exchange system. For this reason they would 
find it useful for people to have access to all consumer 
goods by paying in forints. To accomplish this, favorable 
conditions are being established through the liberaliza- 
tion of imports. 


Re -arding increased customs duties on cars, the officials 
said that the government is pleased because a larger 
number of modern, fuel efficient, and environmentally 
safer cars are entering the country. During the first half 
of the year citizens brought in 19,500 vehicles. This 
amount is many times the number of cars privately 
imported earlier. Forty percent of the cars brought in are 
new, and only 30 percent are 4 years old or older. 


At present, 16 billion forints worth of foreign exchange is 
on deposit in foreign exchange accounts. Based on highly 
uncertain estimates, at least an additional $100 million 
are held by the populace. The representative of the 
National Savings Bank [OTP] promised that their clients 
would be notified of what to do in the event that they 
would like to commit their deposits. Otherwise, clients 
have nothing else to do: Travel and foreign exchange 
accounts will be combined automatically. Noone will 
have to visit the bank for that reason. 


In conclusion, State Secretary Kunos stressed the fact 
that other foreign exchange rules had not been changed. 
The buying and selling of foreign exchange continues to 
be prohibited. 
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Capital Drive for First Hungarian Investment 
Fund Begun 

25000376a Budapest NEPSZAWA in Hungarian 
14 Jul 8Yp9Y 


{Text} The capital accumulation and stock subscription 
drive for the First Hungarian Investment Fund has 
begun and will require approximately a 2-month period 
to cover North America, the Far East, and Europe. The 
projected capital will be a minimum of $50 millon for a 
10-year period. 


The following persons and organizations participated in 
preparing for the establishment of the fund, and are 
foreign members of the board of directors: the New 
York-based Bear Stearns Investment Bank, the Interna- 
tional Financial Company (IFC), international financial 
institutions belonging to the World Bank group, Cana- 
dian Businessman Andrew Sarlos and American Busi- 
nessman George Soros. On the Hungarian side the 
Hungarian National Bank and the Budapest Bank are 
participating in the fund. 


A joint enterprise to be newly formed by stockholding 
members of the above-mentioned board of directors will 
decide on how the accumulated capital should be 
invested in Hungary. The funds will provide business 
resources primarily to joint enterprises, for the stock 
purchase of transforming enterprises, and for traded 
securities. 


Ganz Electric Meter Works Purchased by France 
25000379b Budapest NEPSZAVA in Hungarian 


{Unattributed article: “The Workers Like It: Ganz 
Belongs to the French”’] 


[Text] Negotiations concerning the sale of the Ganz 
Electric Meter Works of Godollo and the establishment 
of a joint enterprise came to a conclusion. The buyer is 
the French Schlumberger Industries. Founders of the 
joint enterprise, in addition to the French firm are 
Budapest Bank, Inc., the Hungarian Electric Power 
Trust, and the First Hungarian Asset Management, Inc. 


According to the agreement now being prepared, the 
French company would purchase the electric meter 
works from the Hungarian state. The foreign partner 
selected the Godollo plant from the list of Hungarian 
enterprises offered for sale in order to attract operating 
capital. The French firm is pinning its hopes on the 
plant: It believes that the investment could be recovered 
with an appropriate profit. The electric meter works was 
established 100 years ago. It is a successful productive 
plant also at present. There is a demand both in Hungary 
and abroad for instruments manufactured by the plant. 
On the other hand, part of the production equipment is 
obsolete, the factory is in need of technological renewal. 
The financial resources concentrated in the joint enter- 
prise serve this purpose. Plans call for full technological 
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modernization within five years. The 2,200 employee 
collective of the French-owned factory and its enterprise 
council received the news of the possible sale favorably, 
even though it means working conditions will become 
more stringent, the pace of work faster, and possible 
dismissals could threaten individual job security. 


Growing Agricultural Crisis Discussed 
250003 16b Budapest FIGYELO in Hungarian 
8 Jun 89 p ll 


[Roundtable discussion by “B.P.”: “Against the “Tide””: 
first paragraph is FIGYELO introduction] 


[Text] Agriculture is coming increasingly closer to the 
crisis zone. The cause of this process and whether it can 
be reversed was the subject of a discussion at the 
FIGYELO roundtable by Dr Lajos Csep:, deputy 
chairman of the National Pricing Office, Dr Janos Eleki, 
executive secretary of the National Council of Producer 
Cooperatives, Dr Istvan Kortvelyes, deputy minister of 
industry, and Jeno Rednagel, deputy minister of agricul- 
ture and the food industry. 


[Eleki] Ever since the introduction of the forint in 1946 
they have wanted to build a welfare society on the 
foundation of artificially depressed food prices. It is 
partly due to this fact that periods of upswings and 
downturns have alternated in agricultural production. 


In the 1950's a few years sufficed to fully destroy 
agriculture. By 1968, during the 8-year period following 
the second reorganization based on the idea of large 
agricultural plants, producer cooperatives accumulated 
more than 10 billion Hungarian forints in debts. The 
1968 reform had to begin by forgiving this debt. Eco- 
nomic reform, with its own semimarket system, and with 
its pricing system based on medium quality land, was 
able to survive for 20 years. 


The length of the period leading to crises increased as 
farming methods were modernized. Three years sufficed 
in the 1950's, it took 20 years for the present crisis. 


Of these crises, the pricing system should be mentioned 
first. The marketplace never determined the gold crown 
value which provides the reference point below which it 
is worth cultivating the land. Of course, | could not 
expect exclusive reliance on market forces, because in 
addition to food production, agriculture must resolve 
matters of environmental protection, employment 
policy, social policy, and exporting tasks which would be 
inconceivable without subsidies. 


These subsidies, however, have decreased continuously 
and at an accelerating pace, and the decline has not been 
offset through the pricing system. Agricultural plants 
have been able to achieve a profit margin of between 4 
and 5 percentage points through the cultivation of land 
and animal breeding—their fundamental activities. At 
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the same time, however, they are receiving loans from 
banks at interest rates of 23-25 percent. Sooner or later 
there will be a significant drop in production unless this 
situation changes. 


|Rednagel] In the interest of avoiding all this it must be 
made possible for the income producing capacity of 
agriculture and the food industry to reach the average 
income producing capacity of the people’s economy. 
This, on the other hand, cannot be accomplished without 
maintaining investment and export subsidies, without 
providing financial support in unfavorably situated 
areas, and without establishing a pricing system which is 
more sensitive to market forces. 


[Csepi] It 1s a fact that even 3 years ago 60 percent of the 
prices at which agricultural products are procured were 
centrally established. But today this ratio is between 8 
aiid 9 percent. Today only between 20 and 25 percent of 
retail food prices are within the pricing category estab- 
lished by authorities. The rest are f oe, even if some of 
them are subject to reporting. 


{[Rednagel] Producer and consumer prices must change 
in tandem. In other words: Increases in investment funds 
which increase producer prices must be either conveyed 
in the form of higher retail prices, or producers must 
receive subsidies. On the other hand, except with regard 
to milk, we have swept away direct producer and retail 
price subsidies everywhere. And it is true that 80 percent 
of food products are subject to free pricing at the 
consumer level, but the prices of 70 percent of these 
must be reported. In other words, with regard to a large 
proportion of food products, the pricing authority 
decides when the price may be changed. 


[Eleki] In turn, the deterministic nature of consumer 
prices defines the procurement prices, and thus also the 
producer prices. 


[Csepi] By now, less than 25 percent of the freely priced 
food items belongs to the so-called obhgatory reporting 
category. And as far as prices established by authorities 
are concerned, immobility here is also relative. Since 
food prices constitute a fundamental factor with regard 
to living conditions, we indeed pay special attention to 
the manner in which prices within the most important 
product categories evolve. 


In the interest of maintaining appropriate supplies, how- 
ever, we carefully watch that added food production 
costs be offset in selling prices. For this reason, each vear 
the MEM [Ministry of Agriculture and Food Industry]. 
the TOT [National Council of Producer Cooperatives] 
and the National Pricing Office calculate the expected 
cost increases for the following year, and these are 
structured into the procurement prices of fundamental 
food products. 
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It 1s another matter, of course, that investment costs 
have not much respect for these plans. Costs incurred 
over and above these calculated costs will be taken into 
consideration in the framework of the following year’s 
price adjustment. 


Industrial investments by agriculture, i.e. its mass of 
input [as published] amounts to 120 billion forints 
annually. One-third of this represent prices established 
by authorities, such as the cost of energy and fertilizers, 
whose prices are established at the governmental level. 
An intention to raise prices on the second one-third of 
the industrial input—about 40 billion forints’ worth of 
products—must be reported, and such increases are 
evaluated jointly by MEM and the National Pricing 
Office. It then follows that only the remaining input 
prices totaling 40 billion forints may change freely. The 
effect of this may be | or 2 billion forints at most, as 
compared to the planned level. 


The industrial input which flows into agriculture and 
annually amounts to | 20 billion forints, may be larger by 
about | or 2 bilhon forints each year. Although the ripple 
effects of prices over and above those planned is unde- 
niable, these could not upset the efficiency of agricultural 
production, considering the amounts involved. This is 
so, if for no other reason than because half of the 
agricultural products are freely priced. 


In this area there 1s no administrative obstacle whatso- 
ever to producers passing on their added costs. 


In contrast to the 120 bilhhon forint industrial input, the 
annual amount of agricultural procurement exceeds 200 
billion forints. Accordingly, price increases that take 
place relative to the industrial input will have their 
effects reduced by half as compared to agricultural 
procurement prices. One could say that if all other 
parameters remain unchanged, the agricultural branch's 
income balance is zero only if the industrial price index 
increases twice as much as the procurement price. 
Namely, a | percent procurement price increase equals 2 
billion forints, which is double the amount of a | percent 
price increase, or | billion forints of agricultural input. 


Accordingly, it 1s an exaggeration to say that the pricing 
system is exclusively responsible tor the problems of 
agriculture. The real reason may be found in the balance 
between subsidies and excises. 


[Rednagel] Hungarian agriculture obtains fertilizer, pro- 
tein, and energy at prices similar to those in industriaily 
developed nations: at the same time, however, retail 
food prices amount to only one-half, or one-quarter of 
retail food prices in those countries. As a result of all this, 
the nominal value of profit levels in agriculture and in 
the food industry are at the 1980 level. The agricultural 
branch's 1980 profits amounted to 24 billion forints; in 
1988 they were the same. During this period profits 
doubled in other branches of the people’s economy. 
Along with such profits, a | or 2 billion forint increase in 
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industrial prices constitutes a 10 percent loss of profits in 
agriculture. And 1 1s precisely this amount which 1s 
mussing at the 400 or 500 cooperatives struggling with 
losses. 


While industrial prices are adjusted according to world 
market prices, agricultural and food industry prices are 
determined on the basis of Hungarian social policy 
considerauions. 


This year an 18 percent consumer price increase, and 
within that, a 17 percent procurement price increase, 
was passed on to the populace. But the increased price 
was not pocketed by agriculture because 40 percent of 
that increase compensated for discontinued subsidies, 20 
percent for increased social security contributions, and 
another 40 percent offset the mpple effects of industrial 
price increases. Accordingly, the 18 percent retail price 
increase did not improve agriculture’s income situation. 
If we take into consideration that inputs are increasing 
more than planned, and that interest rates are increasing 
at a rapid pace, we find that profits derived as a result of 
increased efficiency in the food economy are once again 
lost. 


Food prices are high as compared to average wages, but 
they are extremely low as compared to input costs. 
One-third of the populace has such a low standard of 
living that 1t could not tolerate even the smallest increase 
in food prices. The problem of this significant social 
Stratum can be resolved only through special support 
measures. 


True, the ihus far general consumer price supports have 
always been established in the interest of one or another 
disadvantaged minority, but it was always the majority 
that enjoyed 11. 


Social policies should not be made by way of food prices. 
One source for the resolution of social policy tasks could 
be the amounts of support funds saved, and the excess 
tax revenues that flow into the budget as a result of 
higher prices. Actually, a 10 percent increase in agricul- 
tural income would produce 5 bilhon forints in added 
revenues for the budget. 


[Csepi}] The fact 1s that the formulation of food prices is 
stull influenced by social policy considerations. But let 
me remind you of the fact that dairy product prices at the 
retail level increased in January 1988 by an average of 30 
percent, and in January 1989 by 40 percent. | do not 
believe that any responsible person could accept an 
increase at a faster pace. And let us not forget that we are 
exporting one-third of our food products. And | do not 
know whether anyone in Western markets is interested 
in what it costs to produce food in Hungary. Is it possible 
to make reference to our production costs in markets in 
which payments are made in convertible currency” 
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But we need not travel to the West. In Hungary the prices 
of eggs. poultry, vegetables, and fruits—in other words 
seasonal items—are determined by supply and demand. 
The 1988 consumer price index of these tems was 98 
percent as compared to 1987—at a tume when the 
average inflation rate reached 15 percent. Accordingly, 
this means that increased production costs cannot be 
fully conveyed in the framework of free market prices 
either. Prices are determined by the prevailing demand 
that is capable of paying. 


{Kortvelyes] The often mentioned industrial free price is 
also a fiction. For example: It is true that the producer 
price of fertilizers is part of the free pricing category, but 
it 1s Subject to reporting. And the deadline for reporting 
is | year. But even after that the free prce to be 
established will be agreed upon by MEM and the 
Nationa! Pricing Office. 


Domestic industrial and agricultural prices should be 
compared on the basis of world market prices. Because it 
is true that the Hungarian fertilizer is priced high as 
compared to Hungarian wheat, but it 1s 30 or 40 percent 
cheaper than Western European fertilizer, regardless of 
whether we compare it with the retail price of Austrian 
or FRG fertilizers. Yugoslavian farmers buy up Hun- 
garian fertilizer from Szeged to Szigetvar, because even if 
they pay a 30 percent customs duty it is cheaper than 
Yugoslav fertilizer. 


{Rednagel] Import liberalization applies to 40 percent of 
industrial products, of which machinery and spare parts 
pertain to agriculture. But since Hungarian agriculture is 
not equipped with Western machinery, liberalization of 
Western spare parts imports 1s significant only in prin- 
ciple. Meanwhile there are such “minor things” in Hun- 
gary as the coarse filter used in tractors, whose price 
increased in | year from 96 to 240 forints, and the fine 
filter whose price went up from 106 to 680 forints. A bolt 
for the plow costs 400 forints.... And I could go on with 
the list. And as long as such disproportions exist, agri- 
culture will be unable to take advantage of the inner 
reserves it undoubtedly has. 


ROMANIA 


Denationalization of Enterprises in Socialist 
States Condemned 

27000071b Bucharest ERA SOCIALISTA in Romanian 
No 8, 25 Apr 89 pp 9-11 


[Article by Associate Professor Dr loana Lupas: “The 
Establishment and Development of Socialist Ownership, 
an Objective Law of the Forging of the New Order™’] 


[Text] The profoundly scientific, innovative view 
regarding the role of socialist ownership in the entire 
process of building the new social order stands out 
strikingly in Comrade Nicolae Ceausescu’s vast social 
and political work. Underscoring the results obtained in 
our homeland’s economic and social development on the 
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solid foundation of socialist ownership, the party's sec- 
retary general said, in the speech at the Plenum of the 
RCP [Romanian Communist Party] Central Committee 
in April of this year: “In the next 5-year period, too, we 
will put in the center of our activity the development and 
improvement of socialist ownership of the means of 
production. All development funds will be oriented 
toward the stronger and stronger modernization and 
development of socialist ownership, the supreme guar- 
antee of the successful forging of socialism and commu- 
nism, of Romania's independence and sovereignty.” 


The Solid, Irreplaceable Foundation of the Socialist 
Order 


The objective historical process of the appearance and 
maturation of production relations over mankind's 
existence was thrown into relief for the first time by Karl 
Marx on the basis of the dialectical and historical mate- 
rialistic view of the world and life. “In the social produc- 
tion of their life.” the founders of scientific socialism 
stressed, “people enter into determinate, necessary rela- 
tions independent of their will, relations that correspond 
10 a certain stage of development of the material produc- 
tion forces.” 


The objective conditioning of the appearance aad devel- 
opment of production relations by the level and quality 
of the production forces underscores the conclusion that 
the improvement of a given society’s production rela- 
tions, throughout its existence, is possible only on the 
condition that essential changes do not occur in the 
nature of the ownership that determined the specific 
cheracter itself of the respective social order. In fact. 
his. »)y has proved that a radical change in production 
relations in the period of social revolutions starts pre- 
cisely from their foundation—ownership relations. 


The bourgeois doctrines from all eras, through their 
apologetic function, have had as a main objective the 
defense and perpetuation of capitalist ownership rela- 
tions, creating the false illusion that the reforms 
achieved within this order (exploitative by its very 
nature) would serve alike all social classes, the entire 
populace. In this regard, it is significant that, in the 
periods of formation of the capitalist mode of produc- 
tion, the bourgeoisie, the ruling class in society, did not 
proceed to nationalize or expropriate the feudal lati- 
fundia and thus maintained another propertied class, 
preferring to give it a portion of the surplus value in the 
form of rent, precisely in order to not undermine, vot 
disturb capitalist society's edifice, it too based, like the 
preceding one, on private ownership and on exploitation 
of labor. 


The changes of great breadth and depth carried out in the 
socialist countnes are indissolubly connected with the 
elimination of the old form of ownership and the estab- 
lishment of a new form of ownership—socialist owner- 
ship of the means of production. The maintenance and 
consolidation of the social framework for manifestation 
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of socialist production relations, of their common 
essence in all the countrnes that are building the new 
order—socialist ownership, in its various concrete 
forms—are prescribed with the force of objective neces- 
sity. The affiliation of the countries that have gone from 
capitalism to socialism, a distinct social and economic 
system, counterposed fundamentally to capitalism and 
superior to it, has as a common essence, first and 
foremost, socialist ownership, the only kind capable of 
securing the rapid and multilateral progress of society. 


The difficulties appearing in one or another of the 
socialist countries, certain shortcomings and contradic- 
tions that have cropped up, do not involve the nature of 
the socialist order bul the capacity to understand and use 
as well as possible the requirements of the objective laws 
in practical activity, under the concrete conditions of 
each country and each stage of development, to choose 
the priorities from the set of social needs and to create 
premises for fulfilling them. “The appearance of diffi- 
culties in socialist development,” Comrade Nicolae 
Ceausescu says, “must not lead at all to panic, to the loss 
of belief in the forces of the working class, of the people, 
in socialism. To act to continually improve socialism 
presupposes that we go forward, not backward to capi- 
talist forms.” 


As is known, actions meant to lead to the elimination of 
the shortcomings from the past and to the creation of the 
premises for more rapid development of each country 
are now occurring in nearly all the socialist countries. Of 
course, it is in agreement with socialist society's objec- 
tive course toward progress that each party and each 
socialist state initiate measures to continually improve 
the new, socialist production relations, in accordance 
with the changes occurring in the development of the 
production forces and with the requirements for mod- 
ernization of the national economy, for economic and 
social progress. At the same time, it is just as clear that 
the measures, proposed or implemented in some coun- 
tries, to denationalize enterprises based on socialist 
ownership create a clear field of action for the laws of 
capitalist economics, undermine the position of the 
working class as the social owner and its role as the ruling 
class, weaken the role of the plan as a basic instrument 
for managing the netional economy as a unit and for 
forming the proportions among branches and sub- 
branches, which endangers the balanced, harmonious 
development of the entire society, and introduce into the 
economy phenomena foreign to the nature of social- 
ism—competition, anarchy, imbalance, instability in 
price setting, the free play of supply and demand, and so 
on. Denationalization generates a different position for 
the producer in relation to the means of production, 
shakes the foundation of socialist production relations, 
and, in the final analysis, even leads to a change in the 
nature of the new order. “The transfer of the means of 
production from the hands of the working class, of the 
people. regardless of how,’ Comrade Nicolae Ceausescu 
States, “means an activity thal is equivalent to elimi- 
nating the bases of socialism in the development of 
society.!" 
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Not infrequently, throughout history, the critical anal- 
ysis of negative phenomena in economic life from cer- 
tain class positions has concluded by promoting solu- 
tions contrary to social progress, refuted, in fact, by life, 
by practice. In the Marxist view, the capitalist society 
that followed the feudal order had the power to secure, 
initially, rapid progress of the production forces, to 
generate more economic, social, and political treedoms 
for the exploited classes. Consequently, “the petit-bour- 
geois views,” 0 quote the “The Communist Manifesto,” 
“sought to reestablish the old means of production and 
exchange and, along with them, the old ownership rela- 
tions and the old society, or to again enclose, by force, 
the modern means of production and exchange within 
the old ownership relations, which were smashed, and 
could not but be smashed, by these means. In both cases, 
this socialism is reactionary and, at the same time, 
utopian.” 


Nowadays, the choice of other forms of ownership 
contrary to the objective nature of socialist society 1s 
opposed to raising the socialist mode of production to 
new heights of progress and civilization and shakes the 
bases of socialism, victorious as a result of the centuries- 
long struggle of the working class and its allies in 
revolution. It is not possible to speak of an improvement 
in socialism—our party's secretary general under- 
scores—by means of the so-called development of small 
private ownership. Capitalist ownership, small or big, is 
still capitalist ownership. It is not possible to conceive of 
a socialist economy without placing socialist ownership 
of the means of production at its foundation. This 
constitutes an objective law of the forging of a more just 
and more kumane social order. 


The Objective Nature of the Process of Forging and 
Developing Socialist Ownership 


In each social order, and thus under socialism, the nature 
of ownership relations bears the imprint of the interests 
of the social forces that participated in establishing and 
affirming it, especially of the class with the leading role 
in the respective society. At the same time, it is known, 
and confirmed by revolutionary practice, that no social 
order has appeared until the economic, social, and 
political premises for the future society were created. In 
the view of K. Marx and F. Engels, “communism is not 
a State that must be created, an ideal to which reality will 
have to conform. We regard as communism the real 
movement that suppresses the current state. The condi- 
tions for this movement result from the premises 
existing at the present time—the existence of a mass of 
working people who live only by their labor, of a work 
force devoid of capital.” 


The objective nature of the revolutionary process of 
going from capitalism to socialism has its economic and 
social premises in the very evolution of capitalist society, 
which brings about the continual worsening of the con- 
tradictions between the two basic classes—the bour- 
geoisie and the proletariat—and causes the widening of 
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the gaps between the capitalist owners of the means of 
production and the working class, for which have not 
been provided the material conditions for exercising its 
ability to work except for a limited time, through the sale 
of manpower. The resolution of these contradictions and 
the abolition of exploitation and oppression in any form 
require the replacement of capitalist Ownership with 
socialist Ownership. 


The lawlike nature of the development and improve- 
ment of socialist production relations, whose essence is 
socialist Ownership, is determined, above all, by the 
complex content of socialist reproduction, which 
includes both the reproduction of the relations between 
man and nature, that is, of the production forces, and the 
reproduction of the social relations among people, of 
ownership relations. On the basis of socialist accumula- 
tion, which has its source in the product of labor for 
society, the material object of socialist Ownership is 
developed and improved and the working people’s 
capacity as owners, producers, and beneficiaries is per- 
petuated. Any change in the sources of accumulation 1s 
imparted to the social nature of ownership and, con- 
versely, any change in the nature of ownership causes 
changes in the process of accumulation, of expanded 
reproduction, in the operating mechanism of the objec- 
tive laws, in the structure of the economic interests, in 
the position of the social classes with regard to the means 
of production. As Comrade Nicolae Ceausescu says, 
“any improvement in the economic principles, in eco- 
nomic and social management, must secure the develop- 
ment of socialist society on socialist bases and must not 
open in any way the path to capitalist forms, which 
cannot but seriously affect future development, the con- 
struction of socialism, the well-being of the people and 
their independence.” 


Socialist ownership relations constitute the essence of 
the system of production relations, determining the 
specific social nature of the entire reproduction process, 
with the main direction of the development of produc- 
tion its basic goal. This is why, in Comrade Nicolae 
Ceausescu’s view, common ownership of the means of 
production “constitutes one of the basic and determina- 
tive objective laws in relation to other objective eco- 
nomic laws.” 


The most important features of socialist ownership rela- 
tions, with a lawlike nature, bring out their superiority to 
the ownership relations in the former order. The equal 
social position of the members of society with regard to 
the means of production, the source of social equality, of 
social equity in the sphere of material production and 
social and cultural activities, is foremost among these 
features. From this position springs the capacity of the 
members of society as owners and, at the same time, as 
managers. Social equality with regard to the material 
object of socialist ownership constitutes the main aspect 
of the superiority of socialist production relations to all 
earlier forms of production relations based on private 
ownership and on exploitation. 
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Next, subordinate to the capacity of social owners of the 
means of production, the capacity of producers appears 
and is developed, since socialist ownership is of a dif- 
ferent kind, necessarily causing the owners of the mate- 
rial production conditions to work in order to actually 
benefit from their right of possession and of use, only in 
common, alongside the other owners. Under such cir- 
cumstances, collaboration and mutual assistance in pro- 
duction appear and are developed as another important 
characteristic of socialist production relations that is 
perpetuated through the mechanism of reproduction. 


One distinct aspect of socialist production relations 
consists of the specific form in which the union of the 
two conditions for production—the means of produc- 
tion, under socialist ownership, and the producer’s work 
force, which belongs directly to him—occurs. Since the 
social nature of the two conditions determines the man- 
ifestation of specific interests—on the one hand, the 
general interest at the level of society and the collective 
interest at the level of each production unit and, on the 
other hand, the producer’s personal interest in the repro- 
duction of his own work force—this union occurs on a 
basis of material encouragement, which favors the har- 
monization of the interests, their transformation into the 
most important stimulative forces of material and non- 
material production. 


The assimilation of the results of production into the 
sphere of distribution in a completely new way is another 
essential feature of socialist ownership relations, it too 
generated by common ownership of the means of pro- 
duction. Indeed, the dual capacity of the members of 
society, aS united socialist owners and as producers, 
causes the division of the newly created value into 
product for oneself and product for society to be done in 
accordance with the economic interests in the sphere of 
production and, at the same time, the assimilation of 
these parts into the sphere of distribution to occur in the 
form of distinct incomes. The equal social position of all 
the working people with regard to the means of produc- 
tion and the simultaneous satisfying of all categories of 
interests are thus expressed in another form. 
“Socialism,” says Comrade Nicolae Ceausescu, “has 
proposed the development of the social character of 
labor, the intensification and improvement of social 
labor and the division of labor in society, the abolish- 
ment of private, capitalist ownership and turning it into 
socialist ownership of the means of production, abol- 
ishing unfair distribution and replacing it with the prin- 
ciple of distribution according one’s work and contribu- 
tion to the general development of society, according to 
the principle ‘neither work without bread, nor bread 
without work.” 


Of course, in the process of more and more strongly 
affirming the features specific to socialist ownership, 
contradictions are not excluded. However, our party 
conceives the resolution of these contradictions from the 
positions of the basic interests of all the social classes and 
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Categories existing in society, interests determined objec- 
tively by the nature of socialist ownership, from the 
positions of the consolidation, in all respects, of the new 
social order. The attempt to deal with the negative 
phenomena that can appear in the evolution of socialism 
by turning to other forms of ownership that do not have 
their objective basis in the nature of the new order can 
hinder the ascending course of socialism, can cause 
significant changes in the class structure, leading to the 
reduction of the role of the working class, of its possi- 
bility of participating in the management of society. 


The raising of the level of socialist consciousness, the 
understanding of the capacity of the members of society 
as owners, producers, beneficiaries, and managers from 
advanced positions, also helps to eliminate the negative 
phenomena generated by the contradictions that can 
appear in the evolution of socialism. Only such an 
understanding permits responsible action, initiative, a 
revolutionary, innovative spirit in the activity of mate- 
rial and nonmaterial creation. 


The Improvement of Ownership Relations in the Stage 
¢ Sees the Multilaterally Developed Socialist 
iety 


Our party and state’s continual concern for the develop- 
ment and improvement of ownership relations has 
acquired new facets in the current stage of construction 
of the multilaterally developed socialist society. In this 
Stage, through the maturation of socialist Ownership 
relations, their superiority to the capitalist order 1s 
asserting itself more and more. 


The most important social function of socialist owner- 
ship relations consists of their ability to provide the 
framework suited to the development of the production 
forces at a rapid rate, the modernization of the national 
economy’s structure, the growth of the working people's 
standard of material and spiritual living, the improve- 
ment of the quality of life. Indeed, the remarkable feats 
accomplished by our country, especially after the Ninth 
Congress, in building the new order demonstrate, with 
the persuasive power of the facts, the historical signifi- 
cance of the revolutionary act of nationalizing the main 
means of production in June 1948, as well as the 
correctness of the party’s policy of attracting the small 
producers to socialism by means of cooperation. 


The abolition of the state of underdevelopment in a 
relatively short time, the forging of a modern technical- 
material base, the development and modernization of 
the two basic branches of the national economy—in- 
dustry and agriculture—and the formation of the demo- 
cratic framework for participation by the working people 
in the management of economic and social life illustrate 
strikingly the creative abilities of the working people, of 
the populace, freed of exploitation, to forge their future. 
Synthetically, these achievements find their expression 
in the growth of industrial production by about one 
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hundred forty-fivetold since 1945, agricultural produc- 
tion by about tenfold, and national income by fortyfold 
and, on this basis, in the continual growth of the possi- 
bilities of expanded reproduction and the growth of the 
well-being of the working people. It is notable that, 
through the pay raise in the 1988-89 period, the pay fund 
will be 5.5 times bigger than in 1965; regarding the total 
consumption fund, it has grown more than eighteenfold 
since 1950; the social incomes formed from the social 
consumption fund have grown, since the Ninth Party 
Congress, from 3,800 lei per family to more than 15,000 
lei at present. By virtue of the consistent application of 
the socialist principle of fairness in the sphere of distri- 
bution, an expression of the equal social position of the 
working people in production, a continual reduction has 
been achieved in the gaps existing between incomes 
coming from pay—from about | to 23 in 1950 to | to 4.7 
at present. 


Consistently promoting the policy of industrializing the 
country in order to develop the production forces and 
modernize the technical-material base in accordance 
with the current requirements for scientific and technical 
progress, the party has secured the quantitative develop- 
ment and qualitative improvement of the object of 
socialist Ownership. At present, the goal of socialist 
ownership, expressed by the amount of national wealth 
accumulated, comes to about 5,178 billion lei; its main 
component—fixed assets—has reached a value of about 
3,368 billion lei, created mostly in the last 24 years, as a 
result of the steady policy of accumulation promoted by 
our party and its secretary general. 


The growth of the volume of fixed assets, as reflected in 
new economic, social, and cultural facilities, including 
technical equipment, also has a special significance on 
the plane of ownership relations; on this basis, the 
capacity of the members of society as social owners of 
the means of production and as producers and benefi- 
ciaries of all national wealth is perpetuated and strength- 
ened, and new workplaces, the harmonious distribution 
of the production forces throughout the territory, and the 
general progress of the homeland are being provided. 


The changes occurring in the forms of ownership of the 
means of production in our country, as a result of the 
measures initiated by the party and put into practice, are 
reflected conclusively in the structure of the fixed assets 
according to forms of ownership. As it says in Comrade 
Nicolae Ceausescu’s speech on 28 November 1988, 
“our system of ownership of fixed assets, including 
land, comprises: ownership by the whole populace, uti- 
lized in each staff of working people, which represents 
about 65 percent; cooperative ownership in all fields, 
which represents about 27 percent; and personal owner- 
ship, including participation in the development fund, 
which represents about 8 percent. I feel that this 
responds fully to the conditions and realities in our 
homeland and provides the best conditions for further 
developing the production forces and the technical- 
material base of the entire society.” 





ECONOMIC 


One new element in the relations of socialist ownership 
of the means of production consists of the integration of 
personal ownership into these relations, in the form of 
the shares deposited by the members of society, from 
pay, to increase the economic units’ own development 
fund (in a proportion of up to 30 percent in the state 
units and up to 50 percent in the cooperative units). The 
shares thus become an important source of self-financing 
On a microeconomic level, contributing to the growth 
and reproduction of the material object of socialist 
ownership. However, the means of production in the 
possession of the units are still used only in common, 
subject to the three big categories of interests—general, 
group, and individual—and the eventual withdrawal of 
the shares can be done only in monetary form, with the 
fixed assets created on the basis of them remaining under 
socialist ownership. 


The growth, on this basis, of the personal interest in 
sensibly and efficientiy utilizing the production funds, in 
completely fulfilling plan targets, and, in particular, in 
increasing the profits of all the enterprises springs from a 
specific criterion for participating in the assimilation of 
the results of production, the profits: in relation to the 
size of the shares deposited, which varies according to 
the fulfillment of the planned level of this important 
efficiency indicator. In consequence, the relation of 
personal ownership of the share, in its monetary form, 
entails a specific form of assimilation, in a personal 
interest, of the results of social labor. 


The rise in the degree of concentration and centraliza- 
tion of production brings out another aspect character- 
istic of the process of maturation of socialist ownership 
relations in the current stage of development of our 
country: the growth of the sucial character of labor, the 
widening of collaboration and cooperation in production 
not only at the level of the enterprises but also at the level 
of the subbranches, and the expansion of the exchange of 
activities among social classes and categories. 


The expression of the conscious manifestation of the 
interest of each working person, in the capacity of owner, 
producer, and beneficiary, is verified concretzly in rela- 
tion to the results of the collective and personal labor. 
Breaches of labor discipline of any kind are inconsistent 
with this capacity and must be punished in accordance 
with the legal provisions. As Comrade Nicolae Ceaus- 
escu stressed in the speech at the Plenum of the RCP 
Central Committee in April of this year, it is necessary 
“that we act firmly to strengthen the order and discipline 
in all sectors and to obey the laws of the country in all 
fields of activity!” 


One basic direction of improvement in ownership rela- 
tions in the process of building the multilaterally devel- 
oped socialist society consists of drawing together the 
two forms of socialist ownership—ownership by the 
whole populace and cooperative ownership. It is done 
particularly on the basis of the qualitative changes occur- 
ring within each particular form of ownership. In this 
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regard, a special importance is attached to intensifying 
the relations of cooperation and collaboration along the 
line of production between the units that belong to the 
two forms of ownership—both between industry and 
agriculture and, within agriculture, between the units 
belonging to the two forms of ownership—cooperation 
and collaboration that are achieved under the state and 
cooperative combined agroindustrial councils. This pro- 
vides for the unitary attainment of the objectives of the 
new agrarian revolution, regardless of the form of own- 
ership, permits cooperation in production between the 
working class and the peasantry and the integration of 
scientific research with production, and creates favor- 
able premises for bringing the working conditions in 
agriculture closer to those im industry, acting in the 
direction of resolving the contradictions that still exist in 
this field. 


Along with the process of drawing together the two forms 
of ownership, qualitative changes are occurring within 
the social classes and categories. “It can be stated that 
Romania’s social structure,” Comrade Nicolae Ceaus- 
escu Stressed in the speech in November 1988, “now 
constitutes the expression of the great changes in the 
general development of society and demonstrates the 
correctness of the thesis according to which, in propor- 
tion to the implementation of the party’s program and 
the creation of the conditions for proceeding to commu- 
nism, a continual process of convergence between all the 
social classes and categortes will occur.” Starting from 
the new social structure of our people, the party is acting 
to steadily carry out the lawlike process of strengthening 
the working class, the peasantry, and the intelligentsia 
and of converging and consolidating the unity and col- 
laboration among them, as an active factor in homoge- 
nizing the social structure of our socialist society and 
gradually forming the sole working people. 


Measures for Increasing Coal Production 
Described 

27000073a Bucharest REVISTA ECONOMICA 
in Romanian 16 Jun 8Y pp 7, Il 


[Article by lon Gaf-Deac, deputy minister of the Min- 
istry of Mines: “Coal Mining at Plan Levels”] 


[Text] The exemplary fulfillment of plan targets in the 
mining sector, e.g. the scheduled mining and delivery of 
energy and coking coals to customers in the national 
economy, is a priority concern for all workers’ collectives 
in coal enterprises and combines. As the party secretary 
general, Comrade Nicolae Ceausescu, has repeatedly 
stressed, the sustained development of the raw material 
and energy base and the complete fulfillment of our 
economy's productive consumption requirements 
depend upon the achievement of this goal. 


It is im this spirit that all units within the Ministry of 
Mines toil ceaselessly to provide all the necessary condi- 
tions—improved technical and qualitative production 
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levels, increased labor productivity, modernized tech- 
nology, and so On—to obtain superior coal production at 
or above plan levels. In fact, in the first 5 months of this 
year, mined coal is up | | percent above that of the same 
period last year. In other words, in the first part of this 
year, the national economy was provided, in terms of 
heating and energy, 2,641,000 tons net more coal, and in 
that total, an increase of 211,000 tons of coking coal. 


In mined lignite, the Horezu mining enterprise and the 
Banat mining combine together together produced about 
266,000 tons over the production targets. All of the 
mining units in the system enjoyed significant improve- 
ments in mined Output over the same period last year. 
The most representative among these were the Horezu 
mining enterprise (32 percent), the Banat mining com- 
bine (31 percent), the Mehedinti mining enterprise (20 
percent), the Motru mining combine (13 percent), and 
the Rovinari mining combine (12 percent). For the 
entire ministry, there was an Il! percent increase. In 
discussing production achievements, we must also men- 
tion that nine mining enterprises, (Lupoaia-Cariera, 
Pinoasa, Seciurt, Horezu, Cimpulung, Capeni, Voievozi, 
Salaj and Lonea), delivered more than 440,000 net tons 
of coal above the plan to the national economy. The 
daily average of production for the five months was 
increased for every combine and mining unit. At the 
same time, in the preparation of mineral coal for the 
steel mills, the relevant units in the Jiu Valley mining 
basin increased their overall recovery rate compared 
with the 1988 average trom 76.1 percent to 77.9 percent. 
Similarly, the recovery rate for mineral coal for coke and 
low-temperature coke rose from 32.5 percent to 32.9 
percent. 


Despite these successes, we must recognize that the 
results obtained are still below plan targets established 
for the first 5 months of this year. As the secretary 
general of the party pointed out at a session of the RCP 
[Romanian Communist Party] CC [Central Committee] 
Political Executive Committee, “We cannot be satisfied 
with the results of the first 5 months. It 1s true that, 
overall, the rate of increase of industrial production can 
be considered satisfactory; however, in practice, we did 
not meet plan figures in the physical production of 
certain particularly important products, ones which have 
a decisive role in the development of the national 
economy. Above all, | am referring to very important 
products from the mining sector, beginning with coking 
coal, but also other products...” 


When compared with the plan, the mining sector 1s in 
arrears to the national economy by 6.2 million tons net 
of coal. The shortfa‘ls are in lignite from the Motru and 
Rovinari mining combines and in mineral coal from the 
Jiu Valley mining combine. We acknowledge that for the 
most part, these shortages are our own fault. Backlogs in 
bringing new capacities on-line, (especially mine pits), 
and the still large discrepancies in the times required to 
transport coal from great depths etc., have a direct 
impact on the coking coal production which is so neces- 
sary for the steel industry. 
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At the same tume, there have been certain shortcomings 
in the maintenance of existing production capacities. It 
is well known that in contrast to other industrial sectors, 
mining presupposes a continuous dynamic at the mining 
faces, under new and often more difficult mineral con- 
ditions. Such a situation naturally requires concentrated 
activity to improve the way we use production capaci- 
ties—both quantitatively and qualitatively—-so that we 
can obtain stable and sure production throughout the 
year and thus meet the national economy’s consumption 
requirements. 


To overcome all of these shortcomings, as Comrade 
Ceausescu has directed us to do, we have adopted a 
series Of Operative measures which will allow the most 
rapid recovery of the shortfalls in the first 5 months of 
this year, and the total fulfillment of plan figures for the 
first 6 months and then for all of 1989. Particular 
emphasis is being placed on the continuous improve- 
ment of production and work organization both under- 
ground and in the great quarries which are equipped 
with complex technological lines including excavators 
with specialized rotors. The organization of activities at 
the working crew level at a work site, opened and 
prepared in conformity with the general program for 
exploitation at the sector, mine or combine level, pre- 
supposes activity executed with a unified sense of pur- 
pose. This ensures that the optimum for the global model 
can be achieved through reaching the optimum of the 
partial models for each activity. Thus coal mining has 
tasks of maximum importance such as the resolute 
introduction of technical advances by applying in pro- 
duction the results of scientific research and technolog- 
ical development, the achievement of the planned level 
of intensive and extensive equipment use, and the 
increase in the rate of executing the mining tasks of 
opening and preparing underground mines. 


Also important 1s the concern of all mining units to open 
and prepare new mine faces. It is noteworthy that in this 
arena, we have had a 24-percent increase compared with 
1988. Nonetheless, efforts along these lines can and must 
be put to better use. In the second half of this year, in the 
Jiu Valley mine, 30 new coal faces will be exploited to 
replace those which have reached their limits at current 
mining sites and fields. Among these, 15 are mine faces 
with long fronts. Eight of these will be equipped with the 
latest equipment for support and cutting. In June and 
during the third quarter of this year, work will continue 
to improve the extraction processes at six long mine 
faces equipped with complex technology. These are at 
the mines of Livezeni, Paroseni, Lupeni, Vulcan and the 
Brazi Valley and are aimed at the greatest possible daily 
production per mine. 


In keeping with the tasks and directives given by Com- 
rade Nicolae Ceausescu during his recent working visit 
to the Jiu Valley mining basin, the Ministry of Mines has 
developed and is applying a broad program of measures 
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to ensure a more rapid pace in Opening new mines. In 
this arena, we should point out the efforts undertaken to 
extend the use of the mining machine with the pointlike 
attack, the type Cl-2, for digging in horizontal mines in 
rock with a compression resistance of up to 400 daN per 
square centimeter; the use of 2-bar drill carriages; the 
introduction of monorails in long mine shafts; and 
mounting and placing large diameter drilling equipment 
into service, the first mine shaft dug by drilling being at 
the Iscroni-Vest mine. 


Particular attention is also being given to continuously 
increasing the production of mineral coal for steel 
milling. Toward this goal, the Ministry of Mines together 
with the Jiu Valley and Banat mining combines have 
reexamined the work program for each mine and pro- 
cessing factory. They have completed technical and 
organizational measures which aim at increasing the 
volume and quality of raw mineral coal mined; 
increasing the amount of mining work done for mine 
openings and subterranean preparation; bringing on line 
new production capacities; ensuring the required labor 
supply at coal work sites; regulating the flow sheets in 
processing units and providing them with equipment to 
increase the variety of mined coking mineral coal. 


At the same time, we intend to broaden the use of new 
technology which is more productive and efficient and 
which is now being used experimentally in Jiu Valley 
mines. Some of this technology includes: the recycling of 
mechanized stopping machinery through the process of 
rotating on the stopping line in successive slices and 
reducing mounting time by simultaneously mining and 
shoring using mechanized sections in the prestopping 
attack; the separate mounting and translating of pit 
frames; the use of “metrou” type prefabricated equip- 
ment for shoring main tunnels; the introduction of new 
methods for preventing and fighting mine fires; the 
automatic teledetection of levels of dangerous gasses and 
so on. At the same time, specialists are working to 
increase the safety of underground equipment as well as 
to improve responses in case of defects or unpro- 
grammed stoppages. In fact this effort, which is wide- 
spread and the specific responsibility of every mining 
unit, is being carried out on the basis of a program to 
improve the organization and modernization of produc- 
tion forces and is being extended to other types of 
longwall workings. 


Of top priority are measures carried out to ensure the 
necessary number of workers according to established 
regulations for all directly producing mining faces— 
stopping and especially preparatory work for mining 
coal. From this point of view, a major goal of activity is 
ensuring the necessary work force at open mine faces, 
upon which depends the operation of new mining capac- 
ities in 1989 and in the period which immediately 
follows. This is true both for mining deposits with 
cokable mineral coal as well as for mining lignite for 
thermocentrals. 
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